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PROCEEDI NGS
9:30 a.m

PRESI DI NG MEMBER GEESMAN: Wl cone to
this workshop of the California Energy
Commi ssion's Facility Siting Conmittee. M nhane
is John Geesman. | amthe Comm ssion's Presiding
Menber of its Facility Siting Conmittee. To ny
left is Comm ssioner JimBoyd, the Associate
Menber of the Facility Siting Committee. And to
nmy right is Melissa Jones, nmy staff assistant.

We're going to conduct a workshop today
on what is perhaps the nost daunting chall enge
facing our transportation energy problens in
California. And that is the rapidly evolving
change in the way in which we provide gasoline and
diesel to keep California cars and trucks rolling.

Since the late 1990s we have evol ved
very quickly into an inporter of refined products.
That means that while our refineries continue to
process crude, increasingly they are turning to
the inmport of refined products, specifically
gasoline and diesel, to satisfy the demands of the
cust oners.

The current petroleuminfrastructure

systemis not well designed to neet that changi ng
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set of requirenents. And as a consequence,
changes to that existing system are necessary.

The Energy Commi ssion identified, about
a year and a half ago now, what we characterized
as dysfunctional aspects of our permtting process
for new infrastructure.

What we're attenpting to address today
is the way in which the status quo devel ops and
processes pernmts for changes in petrol eum
infrastructure, and how that addresses statew de
needs for gasoline and diesel

It's my profound fear that if we do not
successfully resolve this question that there will
cone a point where the gasoline |ines beconme too
I ong, or the prices of fuel becone too high, and
California state governnment willingly surrenders
its legal right to establish its own environnenta
fuel standards. And we've got sone tinme to
attenpt to determ ne how best to address these
probl ens.

The Commission is extrenely mndful of
the fact that the refineries are where the
refineries are. W don't expect new refineries to
be built in the state. The parts of the

infrastructure that we have identified the npbst
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concern with, storage facilities, pipelines,
maritime facilities, need to be | ocated within
some proximty of the existing refineries. That
directly inpacts groups in our society that are
anong the nost powerless in our regulatory
process, and in our political process.

The California Energy Conmm ssion
identified in the md 1990s the need for changes
in environnental justice policies to better
address those disparities. A nunber of other
state agenci es, a nunber of other |ocal agencies
share those concerns and have adopted fornal
policies to address environmental justice.

We are attenpting today to identify best
practi ces anong those other pernmitting agencies.
And we certainly do want to invite comments from
menbers of the public here. | thank you all for
att endi ng.

We will hear presentations in the
sequence identified on the agenda behind ny
shoul der. When you cone up to the microphone for
public comrent, in order for us to accurately get
your nanme for purposes of our transcript of this
hearing, I'd ask you to state your nane and to

spell it so that we will be able to accurately
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record it on our transcript. The transcript is
extrenely inportant for those nenbers of the
Conmi ssion and others that choose to read about
t he hearing because they were unable to attend
t oday.

Commi ssi oner Boyd.

COW SSI ONER BOYD: Thank you. | think
Commi ssi oner Geesman pretty thoroughly covered the
subj ect area. Just a couple of additional points.

In some of the -- in the studies that
were done, particularly in 2002, 2003, about
California's transportation energy supply, many of
those studies were the product of |egislative
requests and inquiries that began to result from
the continued price spiking, price volatility that
the state was seeming to face nore and nore often

In one of those requests the Energy
Conmi ssion and the Air Resources Board were asked
to | ook at our petroleumtransportation future and
even | ook at what paths m ght be available for
reduci ng our dependence on petrol eum

And in that process an awful |ot of work
was done on supply and demand. And | believe at
that time it showed that while there was no

qguestion that petroleumwould be the dom nant
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transportation fuel for many years into the
future, that the California econony was very
dependent on petrol eum but there were other
avenues that perhaps needed to be taken in order
to address the people of California's
transportation fuel needs of the future.

So, cognizant of all that, those two
agenci es produced a report. Later that year the
Ener gy Conmi ssi on produced and presented to the
Governor its first Integrated Energy Policy
Report, which extensively |ooked at that sane
questi on.

And as Commi ssi oner Geesman has pointed
out, identified all kinds of problens. And one of
the problens would be if we don't solve sone of
the bottl enecks, the unintended consequences and
extremely high cost of transportation fuel to the
California economy, i.e., to the California
public. And a need to nmitigate that situation and
mtigate the constant price spiking we have, as
when supply and demand continually go out of
whack, "Il just say, don't agree with each other

California refineries built many many
years ago, built at those tinme out in the mddle

of nowhere, but there's no mddle of nowhere in
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California anynore. So, they're in everyone's
backyard. They were built to supply the western
region of the United States, not California. And
did so adequately. And as indicated, we can't now
even neet our own needs, and we inport conponents
or we inport gasoline.

And while we work on other pathways this
still remains a very critical need for the state.
O herwi se we divert too nuch of our scarce
di scretionary incone into transportation fuels.

So, as indicated, we want to debottle
the process as best as possible while totally
protecting the environnment and the public health
of the people of the nation-state of California.

And t he purpose of, therefore, hearings
like this is to try to be able to address that
poi nt .

We've got to recognize that California
is the second-1argest user of transportation fue
in the world. Second only to the rest of the
United States. So ny reference to the nation-
state of California is that as a nation we use
nmore transportation fuel in this state than al
ot her countries of the world short of the United

States. That's why it's such a critical conponent
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of the California econony and why it's inportant
that we mnimze costs while maxim zing quality of
life and environmental protection, and thus why
we're here to try to identify some of the issues
and see if we can't address them

So, thank you.

PRESI DI NG MEMBER GEESMAN: Ckay. The
first witness that we have is fromthe South Coast
Air Quality Managenment District, with whom we've
had a very beneficial partnership for, | guess, 30
years now in the siting of electrical power
pl ants. Wl cone.

M5. COY: Good norni ng.

PRESI DI NG MEMBER GEESMAN:  Whil e she is
setting up, let ne rem nd people that the
Commi ssion's Public Adviser, Margret Kim is here.
I think she's in the very back row

Peopl e desiring to address the

Conmi ssi on shoul d approach Margret. She will have
you fill out a blue card so that we have your nane
and affiliation. And I will call people in the

order in which | receive blue cards. And M ke has
bl ue cards that he's passing out now. So, anybody
desirous of filling one out, please indicate to

M ke and he'll nake certain that you get squared
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away. Thank you.

MS. COY: Good norning, Comr ssioners.
I'm Carol Coy, the Deputy Executive Officer for
Engi neeri ng and Conpliance at the South Coast Air
Qual ity Managenent District. |'mpleased to see
you again and to be here this nmorning to discuss
our permitting program which, as I'll point out
in my cooments, really plays a key role in our
conpl i ance and enforcenent mssion critica
activities at the District.

"Il also overview the permt
stream ining activities and outline our
environnental justice program the latter in
response to Commi ssioner and Presiding Menber
Ceesman' s request.

By way of introduction, the South Coast
AQWD i s responsi ble for achieving and mnai ntaining
federal and state health based air quality
standards for the 15 mllion residents of Orange
County and the urban areas of Los Angel es,
Ri versi de and San Bernardi no Counties. W have
over 26,000 facilities under pernmt in our
jurisdiction.

Qur air quality managenent plan sets out

state and federally approved roadmap for clean air
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progress, including the blueprint for em ssion
reduction rules that are devel oped in an
interactive public process with all the

st akehol ders at the table.

To assure these em ssions reductions
that are contenplated in the rul enmaki ng process
actually are achieved in practice, the
requi renents are translated into permts that
govern the construction and operati on of equi pnent
that either enmits or controls the em ssion of air
pol I uti on.

By | aw, one of AQVD' s mmjor tasks is to
i ssue these pernits that conprise witten
authorization to either build or install, alter
repl ace and then operate that equi pnent. Permts
to construct and pernits to operate then becone
the basis of our enforcenent field program where
our inspectors regularly conduct facility
i nspections to assure that conpliance with permt
conditions and federal, state and | ocal rules and
regul ati ons are net.

In general, upon receipt of an
application for a permt to construct, AQVD
engi neers review the submttal to insure that the

information is conplete and accurate, and that the
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10
proposed equi pnent will be built and operated
consistent with applicable rules, regulations and
policies, including establishing applicable
emi ssion limts and determ nation of best
avai l abl e control equi pnent.

A permit to construct authorizing
equi pnent installation is issued that may serve as
a pernmit to operate under sone circunstances. The
permts include conditions that |init operation or
require specific action by a source to insure
conpliance with rules and regul ati ons, maintaining
em ssions within new source review al |l owances,
proper operation of control devices, establishnent
of appropriate record keeping and reporting
mechani sns, the limtation of toxic enissions, and
control of dust and odors from that equi prment.

After construction and installation is
then complete, the AQVD verifies conpliance and a
permit to operate is issued. Conpliance with
permit conditions is an inportant responsibility
for a facility. Nonconpliance can subject a
facility to enforcenent action and fines and
penal ti es may be assessed.

I mportantly, when conpliance probl ens

arise, the AQVD can revise pernits to include new
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conditions to assure continuing conpliance is
achi eved.

Your staff has asked for us to conment
specifically on our permt streamnlining
initiatives. Developnment and inplenentation of
permt streamnlining recomendations has really
been at the forefront of AQVD s program
enhancenents.

In the early 1990s AQWD i npl enented a
program that was naned new directions, which was
ainmed at streamining permtting and assisting
busi nesses in the preparation of nore conplete
appl i cations.

Subsequently sonme of AQVD s new

directions initiatives were actually adopted into

state law, which required other districts to
i mpl enent simlar pernit assistance and
stream i ni ng nmeasures.

In 1998 the AQVD Board adopted new

permt streamining initiatives and forned a

11

permt streamining task force consisting of board

menbers, industry, environmental representatives,
al ong with AQWD Staff.

As a result of nunerous neetings and

eval uations, that task force devel oped about three
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dozen permt stream ining reconmendations that
AQWD Staff has continued to inplenent.

The inmprovenents basically focused on
four distinct areas including reducing the
processing steps required for permt eval uation
and i ssuance, inproving conmunications, optimn zing
the permt structure and systens, and enhanci ng
managenment and operational efficiency.

The recomendati ons were ained to
streamnl i ne processing activities, as well as to
provi de better custonmer service to businesses that
require permts from AQWD.

The AQVD' s pernmit streamining task
force is still in existence, and is holding its
next neeting on February 9th in an effort to
conti nue devel opnment of further permt
streaml i ni ng nmeasures.

AQVWD has endeavored to expedite
applicant access to information on the permt
process, and has provi ded downl oadabl e forns and
instructions, as well as our pernmt policy
docunent and gui dance on our agency website.

Qur experience is that pronpt permt
processing really requires a partnership between

the permit applicant and AQVD permt processing
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engi neers. Consequently, for npjor facilities
with significant or nmultiple projects pending, we
encourage pre-application neetings and ongoi ng
status meetings in which we solicit applicant
gui dance in establishing project evaluation
priorities.

In cooperation with the project

proponents, we've established structured project

processi ng schedul es that incorporate all expected

permt processing activities, including paralle
CEQA docunent preparation and public noticing to
assure that all the tinmeframes can be net.

This type of coordinated effort is
really typically involved in the evaluation and
approval process for nmmjor petrol eum
infrastructure projects. W believe that these
types of initiatives are appropriate for
consi deration as applicable best permtting
practices for this industry.

As you know, AQWD is required by state
law, the California Environnmental Quality Act
CEQA, to review discretionary permt project
applications for potential air quality and other
envi ronnental inpacts.

We recogni ze the chall enges the CEQA
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conpl i ance poses regardless of who fulfills the
| ead agency role. And staff attenpts to provide
proactive technical support.

The agency has devel oped a sinplified
checklist form conpleted by the applicant, used
as a screening tool to assist in clarifying CEQA
applicability to a proposed project.

AQWD typically acts as | ead agency
responsi bl e for determ ning and preparing the
appropriate environmental docunent only when we
have primary approval over a project.

To expedite adequate and tinmely docunent
preparati on the agency has contracted with
consul tants experienced in air quality analysis.
In addition, when AQVD is a responsi bl e agency,
staff is available to the | ead agency and proj ect
proponent for early consultation on a project to
apprise participants of applicable rules and
regul ati ons and to provide gui dance on applicable
air quality analysis nmethodol ogi es.

The AQWD is conmitted to hel ping others
expedite conpliance with CEQA and air quality
pl anni ng requi renents, and we've published the
CEQA air quality analysis guidance handbook to

assi st individuals with CEQA analysis, as well as
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a nodel air quality elenent for city use,
illustrating em ssions nmitigation activities.

To address Commi ssioner Ceesman's
request, I'll quickly comrent on the history of
AQMD s environmental justice program

In October of 1997 the AQVD Governi ng
Board adopted four guiding principles and ten
initiatives to insure environnmental equity in
agency programs. The guiding principles state
that all basin residents have the right to live
and work in a clean air environnent, free of
airborne health threats. And it al so recognizes
that government is obligated to protect public
heal t h.

The principles go on to assure that
public and private sectors have the right to be
i nformed of scientific findings and to take part
in the devel opment and inpl enmentati on of adequate
regulations in their conmunities. And that the
governing board will actually encourage practices
that contribute to both a healthy econony, as wel
as a livable environnent.

The initial and followup initiatives,
whi ch have becone, in one case, the childrens air

qual ity agenda, have evolved into an annua
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envi ronnental justice workplan adopted by the
boar d.

Under the initiatives the AQVWD has
| aunched a series of townhall neetings during the
eveni ngs and on weekends throughout the four
counti es where governing board nmenbers and
executive staff hold informal forums and neet with
i nterested conmunity nmenbers to share information
and answer questions on local air quality issues.

The conprehensive conmunity nmultiple air
toxi cs exposure study, the MATE studies, those air
noni tori ng prograns have been | aunched under these
EJ initiatives, as well as diesel engine cleanup
and replacenent incentives being created. An air
toxics control plan exam ning regulatory options
was initiated and the nation's first strategy for
reduci ng cunul ati ve inpacts has been devel oped.

The EJ program enhancenents have focused
basically in three areas, further reducing health
ri sks, greater conmunity access and invol verment,
and econonic incentives for accelerated mitigation
of em ssions.

There's significant detailed information
on the EJ program on our website, and |I'd be happy

to forward any witten details to any nmenber of
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the Commission if you'd like to receive it.

To explain AQVD s concern regarding
retention of permitting authority over petrol eum
facilities, I'd like to turn ny comments to the
key di fferences between refineries and power
plants with respect to permtting and conpliance
prograns.

Al t hough you' ve been hearing sone
simlar comrents during the testinony that you' ve
been taking, | want to expand a little on this
point with sone exanples. The turbines and
boilers at electrical generating facilities
present relatively sinple and straightforward
engi neeri ng anal ysi s.

Potential |ocal comunity inpacts are
limted. And the key chenical process of offsite
i mpact concern is really the ammonia and SCR air
pol lution control units. NOx and particul ate
em ssions are readily controlled with known
technol ogi es, and the high stack emission points
limt |ocal effects, although the quantity of
pol lutant significantly contributes to regiona
snmog formation.

O special note, however, is that each

pi ece of equi pnment operates independently, and the
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consequence of malfunction is linmted to em ssions
fromthat specific piece of equipnent and
di sruption of electrons flowing to the grid.

Refineries, on the other hand, and al so
a nunber of the term nal equipnment, is really a
conpl ex conbi nati on of interconnected equi pnent
that all ows petroleum products to continually flow
t hrough the production process.

The processes in the refineries operate
under high tenperatures and pressures and utilize
nunmer ous chemicals and toxic conpounds in the
reaction process. Mdifications to any one piece
of equi pment within the continuous process flow
can have significant inpact on the operation of
all the interconnected processes nust be carefully
eval uat ed.

In addition, literally dozens of conplex
federal regulations, such as the new source
per formance standards, NSPS, and the nationa
em ssion standards for hazardous air pollutants,
NESHAP, apply.

Br eakdowns and industrial accidents have
the potential to inpact literally thousands of
residents surrounding the facilities. This

difference can be readily illustrated by | ooking
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at our agency's conplaint response statistics.

We operate a toll free, 24-hour public
conpl aint phone line for the public to report air
pol | uti on problems and receive over 8000
stationary source conplaints per year

I nspectors investigate all conplaints
where there's adequate followp information being
gi ven by the conpl ai nant. These odor conplaints
and reports of headache or nausea can't just be
di sm ssed as sinply soneone opposed to siting a
facility in their backyard.

We often confirmthe odors in question
exist, and we're actually able to track the
en ssions back to a specific source, locating
of ten operational problens.

Publ i ¢ nui sances nay be established and
notices of violation can be issued. The inportant
thing to renmenber, though, is that each of these
i ncidents could nean the public is actually being
exposed to harnful chem cal conpound that could
i mpact their health.

In cal endar years 2003 and 2004 we
received a total of 996 conpl aints; just under
1000 conpl ai nts of snoke, odors or oil fallout

all eging refinery sources. For that sane period
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of tinme we received 14 conplaints concerning power
plants. A truly significant difference reflective
of the different nature of the two types of
facilities.

Al so, generally unlike power plants,
fires, explosions and significant rel ease events
at refineries can have enornous inmpact on gl oba
residents and schools. In January of 2003 three
pressure relief devices lifted on a refinery crude
fractionator due to an external power failure.
Nearly 10,000 pounds, or five tons, of volatile
organi ¢ conmpounds was rel eased in eight and a half
m nut es.

Were this amount of VOC to be emitted
froma facility in a year it would neet the
threshold to becone one of our 800 | argest
facilities and require a federal nmajor source
title 5 permt. That was just an eight-and-a-
hal f-m nute eni ssion.

And this is not a singular event.

During the sane year other pressure relief device
rel ease events involved five and a half, ten and a
hal f, and one over 60 ton rel ease that was

rel eased in just a matter of m nutes.

Yet anot her exanple, in June of 2004,
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al nost 3000 pounds of catacarb particul ate was
rel eased and fell out over a two-nmile-by-half-nle
stretch of the comunity.

Refinery enforcenent cases can al so be
| arge and conpl ex. Last week AQWD filed a $183
mllion | awsuit agai nst one refinery alleging
t housands of violation counts as a sequel to a
current civil action seeking over $400 mllion for
t housands of simlar violations.

Now, these violations actually include
i ssues of inproper nmintenance of storage tanks,
whi ch are used throughout storage facilities and
marine termnals.

We have already nodified this particular
refinery's permit to assure that further operation
of this equipnment will not result in adverse
public health inpacts. Absent pernitting
authority, the District would be unable to take
pronpt action to further protect the comunity in
cases such a this.

So, let there be really no
m sunder standing. We want the record in this
proceeding to be very clear. The AQWD fully
opposes any proposal to transfer permtting

authority for petroleumoperations to the state
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| evel or CEC.

Current power plant permitting is not a
stream i ned process, but rather really a | ayered
process. Applications are submtted to both CEC
and the air quality district with jurisdiction.
The air agenci es conduct their engi neering review,
forward their draft permt along with a
deternination of conmpliance, the DOC, to the CEC

The CEC then incorporates our DOC into
the final staff assessnent and Presiding Menber's
recommendati on, which ultimtely goes to your ful
Conmmi ssion for approval at a public neeting.

After final certification by CEC, the AQVD can
then issue the federal title 5 authority to
construct in conpliance with state CEQA and our
federal title 5 program

Refinery options are anobngst our |argest
emitters of both criteria and toxic air pollution
Refineries conprise our top seven SOx enmitters;
and seven of our top 11 NOx emitters. Petroleum
facilities, including the term nals, conprise ten
of our top 15 reactive organic gas enmtters.

Appropriate em ssions reductions and
control through local permtting and enforcenent

at these facilities is really key to our

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23
stationary source em ssion reduction conmtnents
in the state inplenentation plan, as enforced in
our region at the federal |evel.

To adequately admi nister a pernmitting
program of this conplexity, the state will need a
significant new staffing and expertise in
application of these conplicated federal statutes
af fecting the equi prment.

Del egati on of federal title 5
adm nistration requires full capability to not
only permt, but enforce federal requirenents.
AQWD currently has a full-tinme inspector assigned
to each one of our refinery facilities.

As Commi ssi oner Ceesman has al ready
stated this norning, we're really not talking
about siting a newrefinery in southern California
area any tine soon. We're talking about the
eval uation and approval of hundreds of ongoing
significant nodifications to existing processes
and equi pnent at refineries, storage facilities
and termnal facilities.

AQWD received nearly 800 refinery energy
permt applications |ast year, and we issued over
1000 permits. | believe that it's inportant to

note that our District has a track record of
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successfully partnering with our |ocal petroleum
facilities to neet federal and state deadlines;
nost recently for production of new clean fue
infrastructure

Al permts were tinely issued, and al
infrastructure nodifications conpleted to deliver
the required fuel forrmulation in full conpliance
with state deadlines.

That said, South Coast AQVWD Staff,
however, stand ready to continue to assist the CEC
in your devel opnent of both permtting
recommendati ons and in the devel opnent of the
petrol euminfrastructure environmental performance
report. To that end, we hosted the interagency
| ocal district and state neeting |ast week, and
are currently conpiling the requested data for
transmittal to your staff.

We're anxious to hel p the Comm ssion
eval uate environnental inpacts and issues
associated with your discussions and proposals.
And are interested in any pernmitting program
suggesti ons and conments that you devel op

Thank you for the opportunity to share
this information with you this norning. Certainly

wiling to answer any questions that you may have.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25

PRESI DI NG MEMBER GEESMAN:  Wel |, |
certainly want to thank you for your input this
nor ni ng, and the continuing history of close
wor ki ng rel ationship which we've enjoyed with the
South Coast Staff.

I do have a coupl e questions. They
primarily focus on areas where you are not the
| ead agency for CEQA purposes. And | know that
when the board adopted it's environnmental justice
wor kpl an in October of 1997, one of the conponents
of those ten initiatives was to enhance and expand
the review and comenti ng on CEQA docunents
prepared by ot her agenci es.

I wonder if you could tell us what's
changed since Cctober of '97 in that area.

MS. COY: Yes. What's happened is our
CEQA staff has focused on docunenting to the
di strict governing board every CEQA docunent that
basically comes in to the agency. And we prepare
a nmonthly report that actually goes to the public
governing board neeting listing all the projects,
whet her or not the District is going to conment on
them And all comment letters that come out of
our CEQA group on these projects are now posted on

our website on a monthly basis.
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So what we've done, really, to inplenent
that initiative is to nake available to the public
at large the agency conmments that involve air
quality inpacts fromthe various other projects
goi ng on in the basin.

So you can go to the website; readily
access what's cone into the District; whether or
not we are going to coment. And actually view
the comment letters that are sent out to the
various | ead agenci es.

PRESI DI NG MEMBER GEESMAN:  Now, in 1997
Chai rman Burke, in introducing the ten-point
initiative, noted that you received about 50 EIRs
a nonth, but were only maki ng comrents on one or
two. Has that changed since 19977

MS. COY: Yes. The nunber of comment
letters has actually greatly expanded from what
I've seen in the governing board reports. What
has happened is our agency is precluded from
actually being a local |land use authority. And so
t hrough devel opnent of the nodel air quality
el enent, which was another response to an EJ
initiative, we're trying to give the local, mainly
city and county, authorities some better technica

information to be able to base their own | oca
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| and use deci sions.

| believe that that's a challenge that
has been in front of this Commi ssion for sonme tinme
in these discussions. And we're trying to be able
to share expertise that we have on the air quality
i mpact side of the discussion so that decisions
can be better based on good science and strong
public policy.

PRESI DI NG MEMBER GEESMAN: Do you have a
sense of how nmany conments you're nmeking on ElIRs?
| mean if it was one or two out of 50 in 1997,
roughly what is it today?

MS. COY: It's greatly expanded over
that. | actually may have the current nonthly
report and we could take a | ook at that. |
would -- my recollection is that there'd be at
least 10 to 12 comment letters a nonth is the
types of nunbers that | believe that you woul d
see.

And that's now not on the projects, of
course, which we are the |ead agency on.

PRESI DI NG MEMBER GEESMAN: Sure. Now,
included in that initiative in 1997 was a desire
to increase your staff in providing CEQA conments

and assisting other local |and use agencies. It's

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

28
been a pretty tough eight years in the public
sector. Have you been able to do that?

MS. COY: No, our staff has definitely
not expanded during that tinme. W are facing the
sane critical budgetary situations that other
public agencies are. And so nuch of our budget is
actually involved in staff salaries and benefits
that everyone of these $3- to $4-nmillion
retirement increase hits as we got |ast year, and
now are again getting this year, translates into
basically 30 to 40 staff positions of concern.

However, what's happened is the CEQA
staff has been augnented by sonme additional folKks.
So what there's been is there's been a shift
trying to focus fromother activities onto
supporting sonme of the local governnents with
techni cal issues involved in CEQA anal ysis.

PRESI DI NG MEMBER GEESMAN: Do you have a
sense, since 1997, what the magni tude of that
shift has been?

M5. COY: Fromwhere | sit in a
different part of the District | would estimte
that there is -- that we've seen at |east one
full-time person, in addition to what used to be

directive.
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And that, though, that inpact is really
greatly magnified by having a nodel air quality
el enent and the CEQA gui dance docunents. For
exanmpl e, this checkless formthat | spoke about
earlier, because project applicants are better
able to be channeled into appropriate
docunent ati on and deci si onnmaki ng. So there's not
as nuch prelimnary discussion that has to go on

In addition, proffering this early on
i nformati on stops project proponents and cities or
county authorities from going down a track that
doesn't use correct nethodology, air quality
cal cul ati on net hodol ogi es. Al though certainly we
still see coments where we do request that those
cal cul ati ons be redone.

PRESI DI NG MEMBER GEESMAN:  Focusi ng
specifically on the refining comrunities, or the
nei ghborhoods in the areas adjacent to exhibit
refineries, do you have sonme way of neasuring
community satisfaction with the quality regulation
of these facilities? Do you conduct surveys, or
do you base your assessment on conpil ation of
conpl ai nts?

MS. COY: Well, we |ook very carefully

at the patterns of conplaint response. And areas
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where we're getting significant new conpl aints
fromwhere we've got odors, for exanple, that
we' ve not been able to pin down.

It's a difficult situation because
around sonme of these mpjor facilities, and they're
mai nly petroleuminfrastructure facilities and a
coupl e of our large coating operations, they are
subject to all sorts of fugitive em ssions and
br eakdowns.

And so we try to go into those
comunities with these townhall neetings. And
woul d say that one of the key efforts we've nade
to try to judge satisfaction is at those townhal
nmeet i ngs.

We continue to hear considerabl e concern
about the fact that air quality permts all ow
em ssions, period. And the fact of the matter is
the rules and regul ations are set up in a way that
busi nesses are allowed to conduct operations that
do create emissions. But those em ssions are
regul ated through the series of AQWD rul es and
regul ations, as well as the state and federa
regs.

And so | think that the thing that we

hear nost often is dissatisfaction that we all ow
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any enissions whatsoever. And that's just the
nature of regulations that are devel oped to be
heal t h-protective, and yet at the sane tinme allow
busi ness and the econony to conti nue.

And | think that when the executive
staff and governing board nenbers are in
comunities, we invariably hear a nunber of
conmunity fol ks where if there's been a problem
we' ve been able to docunent it, we've been able to
| ocate the source, and we've resolved the problem
We' Il have community fol ks stand up and say thank
you. You know, this had been ongoing for awhile.
These fol ks got in; they really dug in; they got
t he probl em sol ved.

But on the other hand there'll be
anot her situation where there's been an accident,
or there's been odors that we' ve been unable to
track back where the public will still be
di ssati sfied.

PRESI DI NG MEMBER GEESMAN: Do you
perceive a trend one direction or the other in
comunity dissatisfaction since 19977

MS. COY: We believe that there's been a
trend to i ncreased conpliance by facilities in the

| ast several years, as evidenced in our inspection
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conpliance statistics. And we've seen a drop in
the last four years, and about 2000 conpl aints per
year coming into the District.

And so that is -- we believe that that
is an indication that sonme probl ens have been
sol ved, sone |ong-standing problens. And there's
been sone proactive work. For exanple, mainly in
ot her industries, such as fugitive dust in
construction sites and rock plants. There's sone
new proactive regulations that have really reduced
t he nunber of problens.

So, with that sense, to | ooking at those
stats, we see inprovenents in some areas, and --
anot her statistic that we discussed just yesterday
with a group of stakeholders at the District is
that requests for energency response assi stance
fromour technical assistance team are way down
over the |ast eight years in a trend.

And, again, | would attribute that
reduction, though, to nmuch enhanced safety systens
in place in both industrial operations, as well as
in the transportation of hazardous materials, and
materials that may cause an airborne contamn nant
probl em

PRESI DI NG MEMBER GEESMAN:  Now, | think
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you were speaking of, certainly in terns of those
statistics, on a District-w de basis.

MS. COY: Right.

PRESI DI NG MEMBER GEESMAN: Coul d you
i solate the refinery nei ghborhood and make a
sim lar conclusion?

MS. COY: |'ve not done that at this
poi nt because we have handl ed conpl ai nts as they
have conme up. But we could certainly produce that

very easily --

PRESI DI NG MEMBER GEESMAN: | think that
woul d - -

M5. COY: -- for the Conmi ssion

PRESI DI NG MEMBER GEESMAN: -- be very

hel pful to us.

MS. COY: | think it would be an
interesting thing to do.

PRESI DI NG MEMBER GEESMAN: | think that
woul d be very hel pful

MS. COY: We'll certainly do that.

PRESI DI NG MEMBER GEESMAN:  Turni ng then
just briefly to the areas where you are the |ead
agency for CEQA purposes, as you indicated in your
testinmony, these are pretty conplicated technica

subj ect matters.
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How do you assi st residents of the
nei ghbor hoods adj acent to these refineries in
participating in a neaningful way in your
perm tting process?

MS. COY: | believe that it is actually
started with rule devel opment processes here in
the Port area, as not only the part of the
environnental justice initiatives, but as
conpl i ance outreach.

For exanpl e, when the petrol eum coke
regul ati on was being di scussed to be strengthened,
we initiated a community panel that joined with
i ndustrial representatives. And our conpliance
staff actually sat down. W started from scratch
with that advisory group, with our District
nmet eor ol ogi st goi ng over wind patterns in the
area, met patterns, how you read w ndrowses, al
the way into discussions about what particul ates
really are and what role they play in the overal
health inpacts fromanbient air quality today.

So, nenbers of that task force
basically on the industry side, began to get to
better know comrunity nenbers. And the comunity
menbers that were on that task force significantly

i ncreased their general working know edge of sone
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very technical issues that were involved in rule
devel opnent .

And as a result | would say that rule
1158, that required a closed coke storage, was
really quite successful in its inplenentation

However, shortly after inplenentation,
as new conmunity groups becane involved in
conpl ai nts about that issue, you could right away
again get to the point where new education
opportunities needed to be provided.

So our public adviser staff has begun a
series of prograns to try to help informand
educate community nenbers on general air quality
concerns.

Yest erday, for exanple, with the hel p of
your sister agency, the California Air Resources
Board, we actually hosted the first community
snmoke school that brought in about three dozen
community activists. And went through a coupl e of
hours of overview of air pollution conpliance
policy; and we actually, in the afternoon, went
out and did a snmoke generator snoke school run-
through. So they becanme famliar w th what
chal l enges both industry and District inspectors

face in the field to enforce, for exanple, an
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opacity violation, or an opacity observation.

It was funny because one of the
representatives, a conmunity nenber that we work
with often, | really had to chuckl e because one of
his comments was, "Wat do you nean, if the sun
isn't at ny back it doesn't count?" Because to be
able to read snmoke you have to have the sun at a
certain angle to the snmoke to be able to actually
take a conpliance reading.

And so that type of effort, the District
is trying to expand opportunities for the public
to better learn the actual authority and expanse
of air quality regulation

Certainly there are many many nore
opportunities to do that, but in the permtting
process we try to make permtting staff avail able,
and we answer any calls and questions. 1In the
title 5 process we've been hol ding public
consul tati on neetings, even though a nenber of the
public my not have requested an actual title 5
heari ng.

And in those venues we try to help
answer the technical questions the comunity may
have to help them better prepare on-point

guestions and coments.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37

PRESI DI NG MEMBER GEESMAN:  Now, | know
you' ve certainly held an extensive network of
these townhall neetings. On individual permt
applications, do you hold public hearings in the
i npacted comrunities?

MS. COY: On significant projects now,
they basically are occurring at title 5
facilities. And so a significant nodification
woul d trigger the opportunity for a public
heari ng.

We're just now, however, getting through
the initial title 5 issuance process. And public
hearings, as | had referred to earlier, were an
option in the process if sonmebody requested it.

However, to better assist the public we
went ahead and noticed public consultation
nmeetings concurrent with the public notice for the
permt review going out so that we already had a
set tinme and place and fol ks would be able to cone
if they had any questions regardl ess of whether or
not the hearing was actually requested.

We' ve had some interest in those
consul tation neetings. But a nunber of them have
been very poorly attended.

PRESI DI NG MEMBER GEESMAN: And do your

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

38
board menbers participate in your public hearings?
O are those conducted by a hearing officer or
adm nistrative | aw judge?

MS. COY: The title 5 hearings, if one
had been officially requested, are held then by
one of -- it would be the executive officer or his
appoi ntee actually hol ding the public hearing.

There is another pernit appeal process
where a pending permt can be brought actually to
the governing board for what's called a regul ation
12 hearing where the governing board deci des
whet her or not to hold a hearing. And they have
hel d a couple of these in the past where the
governi ng board actually hears issues concerning
the permit fromthe public. But those are few and
far between. It really needs to be sone issue
that isn't able to be addressed through the
regul ar permt issuance and appeal process with
our hearing board.

PRESI DI NG MEMBER GEESMAN: And are those
governi ng board nmenber hearings on appeal held in
the inmpacted comunities or at your headquarters
or --

MS. COY: The ones in ny experience

where they were considering these hearings were
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actually held in the community on the weekend.

PRESI DI NG MEMBER GEESMAN:  Any
consi deration been given in permtting hearings to
provi ding intervenor fees or expert w tness fees
for representatives of the locally inpacted
conmuniti es?

M5. COY: We have not discussed that.
It's an interesting idea to consider

PRESI DI NG MEMBER GEESMAN: | know in, |
believe it's the Public Uilities Comr ssion's
process, they've had a | ong-standi ng practice of
provi ding i ntervenor conpensation to assure that
interests that aren't ordinarily going to be
represented at a |level of technical proficiency
have the opportunity to participate as equals.

It's sonething that we have consi dered
several tines and the Legi sl ature has not
permitted it in our process. But | think in these
i ssues involving sone clearly identifiable
conmunities, and as | indicated, the refineries
aren't going to nove. We know where these
facilities are going to end up having to be sited,
if they are to be sited. It would seemto ne it
certainly bears further pursuit.

MS. COY: Very interesting idea I'l
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take back to the exec council

PRESI DI NG MEMBER GEESMAN: | certainly
want to thank you for your input and, as | said,
t he continuing close working relationship we've
achi eved with your staff over the years.

MS. COY: Thank you, we appreciate it,
as wel | .

PRESI DI NG MEMBER GEESMAN:  Conmi ssi oner
Boyd.

COW SSI ONER BOYD: ' Morning, Carol
good to see you again.

MS. COY: Good norning.

COWM SSI ONER BOYD:  And I'mfairly
intimately famliar with the workings of the AQVD,
and | want to express our appreciation for your
recent work with us on this subject.

I want to go -- well, let me ask, |'ve
got just a couple of questions here. One,
referenced in ny opening comments which weren't
scripted. You know, the fact that |ots of
facilities when originally built were fairly
remote from population. That's not in the days
when we had 36 million people in the state.

And |I'mwondering in the tineframe you

said from 1997 to the present your observation
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with regard to popul ation at the fenceline of al
t hese kinds of infrastructure facilities we're
tal king about, in this period of tine has there
been an increase in the nunbers of the density?
O by then was it already -- had | and use
deci sions already piled people up agai nst these
property |ines?

M5. COY: Well, when we're tal king
petroleuminfrastructure, the storage facilities -
- with respect to the refineries, nost of the
homes have been there for quite sone tine.

But | think what you're seeing is you're
seei ng a changeover of old-tinme residents and new
community nmenbers flowi ng into nei ghborhoods that
surround the refineries. And so we've got folks
that haven't lived in sone of these types of very
i ndustrialized areas.

I think that you see many nore children
now i n these househol ds, because during the
time -- |'ve been with the District now about 23
years -- during the initial time in the field you
began to see an aging popul ati on with kids gone,
and we begin to see new young fanilies nove into
t hese nei ghborhoods, raising kids, with schools

really inmpacted in close proximty to the
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refineries.

So, although the schools have been
there, the schools have, to my observation, a much
denser student popul ation than a couple of years
ago.

As far as storage term nals | can think
of a couple of |oading racks and storage termnals
where it appears that we have, you know, some new
bui | dup of hones near by.

But as far as nmarine termnals they're
pretty well segregated still out in the Port area.

So unlike landfills, where in the |ast
decade and a half, you've had honmes just built
right up around the waste sites, we're really
dealing with an aging infrastructure around the
refineries, thensel ves.

COW SSI ONER BOYD:  Ckay, thank you. As
I nmentioned in the beginning, a lot of studies
were done by the CEC and others over the past few
years on the subjects of transportation fuels. As
| indicated, precipitated by frequent price
spi kes.

And the Energy Commi ssion, being a
relatively small agency, depends heavily on

consultant studies for a |lot of the facts and
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figures that it deals with. And | know the CEC
Staff, and thus the Conmi ssioners, ultimtely
relied on a |ot of these studies for the findings
t hat were reached

And in the case of this particular
arena, there was, | believe, as | see it, -- in
any event, there was a |lot of review of the
permtting processes. And | want to take this
away fromjust Air Districts. And the genera
observation was that there are, in this state, an
awful lot of hurdles, as viewed by sonme folks,
permit required. And sonme of the hurdles are
quite high; others are not so high. There just
are a lot of them

And | think one of the things we're
trying to ascertain is just the absol ute necessity
for all of these; and/or, if not the necessity,

t he opportunities for stream ining, which
sometines just means concurrent review or nore
cooperation between nultiple agencies, rather than
the sequential review that | know you and | have
seen down through the years.

Have you seen nuch of a change in the
patterns of reviews by other agencies as you dea

with some of the activities that you have over the
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years? Because | nust adnmit, one of the high
hurdles to folks are air quality permts, but |
al so know personally that air quality districts
have put an incredible amount of effort, as you've
related, into the subject area of pernmtting and
permtting process, and streanlining and what -
have-you.

I'"mjust not sure that has occurred in
ot her places. |'m wondering what your view is of
at | east concurrent review in cooperation with
other districts, or other agencies that have these
responsibilities, mght have -- how it night have
changed? O do you see it changi ng over the past
few years?

MS. COY: Yes, Conmi ssioner Boyd, |
think |I share your general concern in that area
| believe if our executive officer were sitting
here today he would tell you that we actually nuch
prefer to be the | ead agency on a nunber of these
| arger petroleuminfrastructure projects. And
have worked very closely with EPA in the
devel opnent of our title 5 part 7 permtting
programto assure that there was concurrent review
at the end of this permt processing tine, so that

EPA would initiate concurrent review with the
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public review process, and we would work with them
even before the pernmit was done so they're not
seeing it fresh for the first time, so we don't
have this extensive review period running on wth
sequential review.

On projects where we've been the | ead
agency we've endeavored to establish a project
time table with the proponents up front. And in
the case of the clean fuels projects, actually
establish MOUs with each of the project
proponents. So that itens that we needed and
responses that they need to devel op, and things
that had to be done for the CEQA document were al
jibed at the beginning on a schedul e that was very
carefully tracked.

We did, however, have another petrol eum
infrastructure project in recent nmenory where we
had di scussions with the facility; and the
facility and city decided to have the city be the
| ead agency. And that project has not cone to
fruition. It has been taken off the books.

And so one reason that we've preferred
to work very closely with the project proponent in
handl i ng that |ead agency authority is to avoid

just such delays, so that we could try to be very
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proactively involved, step by step, and involve
all the interested parties, and try to get issues
hamrered out during the actual pernit devel oprment.

So, | think that it hasn't been as nuch
a problem except for very |engthy comrenting
demands. \When we have very | engthy comment
letters, we spend a lot of tinme nmaking sure that
appropriate technical coments are devel oped. And
that we | ook carefully at what those comments are.

And so we have a longer tine spent in
commenting actually than in trying to get
everybody together.

COWM SSI ONER BOYD:  Well, | haven't seen
you as much as we've seen Mohsen |ately, but
hopefully he's taken the nessage back that we've
thrown in a few bouquets in the nanme of the
District for sone of the work you' ve done.

And, of course, I'mintimately famliar
with the clean fuels project of quite sone tine
ago now. And | would conmend the District for the
work it did at that tinme.

But one of the unfortunate, or maybe sad
parts of that effort, it was recognized as goi ng
to be a nonstrous effort involving investnent of

$4- to $5-billion in the state. And an awful | ot
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of people, including yourselves, put an awful | ot
of effort into making that effort work. And the
South Coast really did step up to the plate and
take responsibility. Some of your peers did not.
And it wasn't handl ed as well

But what goes through my mnd is that
was a nonstrous effort, and, you know, it was a
special effort, a special project. But governnment
agencies can't afford to do that for each and
every pernmt. So there are exceptions. That was
wel | handled; I'msure lots of small things --
none of us has enough staff in government to dea
with the needs of 36 nmillion people, it seens,

t hese days.

And so ny concern is the exceptions get
handl ed; the rule is still done with a |ot of
peopl e | ooki ng down the track at just an
i ncredi bl e nunber of hurdles to deal with. And
it's difficult for folks to see the val ue of
investing in California or dealing in California.

So | continue to westle with that.
Thank you very much.

Ch, one quick comment on petrol eum coke.
Just FYlI, one of ny pet projects has been both the

near quality, and particularly now in the energy
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area, is trying to use waste for good things. And
petrol eum coke is a waste. It has a little bit of
an economc value so it nakes its way to ports and
gets shi pped ot her pl aces.

And |'m pl eased that the current
admi ni stration has indicated a renewed interest in
bi omass, bi oenergy and using things that are a
waste. And |I'mgoing to be gearing up a new group
to | ook at that subject.

And one issue always on ny |ist has been
petrol eum coke. You know, don't nove it sonmewhere
to ship it somewhere, but use it potentially as an
energy source and elinmnate a | ot of the issues
i nvol ved with nmoving it around and shipping it.

So, perhaps we can tal k about that nore
in the future. But, we need to work on the
econoni cs of some of these things, but using waste
for energy is sonething that still is sonething
our agency is definitely interested in.

So maybe there's a future that wll
reduce the air quality inpacts of noving petrol eum
coke around.

Thank you.

MS. COY: Thank you.

DR. TOOKER: M nane is Chris Tooker

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49
with the Comm ssion Staff. | have a couple of
guesti ons.

First of all, in some staff-to-staff
nmeetings we had | ast year with South Coast and
sone of the local governnments, as | recoll ect
there was, of course, a |lot of recognition and
respect for the District's CEQA revi ew process.

But it was ny recollection also that
your District tended to be the CEQA | ead agency on
| arge projects. But you seemto be saying that's
not necessarily the case.

M5. COY: W are on sone, not on others.

DR. TOOKER: Have you ever explored the
option of developing MOUs with the |local cities
and the country, as appropriate, to coordinate the
CEQA review process?

MS. COY: We have explored MOUs with
several cities on a couple of projects that were
quite sonme time ago. And | actually don't recal
who ended up as the | ead agency on those projects.

DR. TOOKER: Thank you. The other
question | have relates back to a workshop we held
a few nonths ago on our environnental trends
project related to petroleuminfrastructure.

Mohsen was there and parti ci pat ed.
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There was a conment nmade by an
envi ronnental group at that workshop expressing
great concern about the upsets associated with
petrol eum infrastructure, and especially
refineries, and the continuing use of flares. And
Mohsen had responded by saying, as you have said,
that refineries, by nature, are very conplicated
technically and do have to manage and respond to
prevent upset conditions, or to mnimze upsets.

And |' m wondering how the District has
grappled with this idea going forward, given the
concerns of the community, as to the use of
flares?

COW SSI ONER BOYD: Chris, people are
havi ng troubl e hearing you in the back, so you're
going to have to get right on the nike. And then
give it to Carol when you're done.

DR. TOOKER: Ckay. The question is how
do you see the use of flares as part of the
petrol eum i nfrastructure technol ogy going forward,
gi ven the concerns about |ocal inpacts of
rel eases.

MS. COY: Well, that's a really great
guestion, Chris, because sitting here today we

know so much nore than we did two or three years
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ago. Because the District adopted rule 1118 that
required refineries to actually install flow
nmonitoring equi pment in the flares, in the systens
that led to the flares, depending on the actua
way each refinery had configured the piping
| eading to flares.

Flaring is absolutely a required
energency rel ease device to protect equi pnent, to
protect lives in many cases. However, what we've
learned in reviewing all of the data that was
devel oped by the refineries over a nmultiple year
period is that flaring really varies fromrefinery
to refinery.

Every refinery is a conpletely different
animal in how big a vapor recovery capacity they
have in the refineries, which flares are actually
venting which units. And so what has happened is
some -- we've actually found in review of the data
that some refineries really used flaring as nore
of a routine practice, where there was excess fuel
gas in the system it had nowhere to go.

And then the inpact outside in using
that flare really varies depending on how nuch
sul fur renoval capacity that refinery particularly

has in that gas stream
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So sone refineries had very |ow sul fur
in sonme of the gases that were being vented to
flares; others had a higher sulfur |evel, which
could result in an odor event and sulfur event in
the community.

And so we have a very extensive refinery
flaring report that went to the governing board.
And the governing board authorized continued
rul emeki ng activity on the flares to try to figure
out what is the best type of control plan for the
flaring activity.

You can't just say, thou shalt not
flare. It's just not possible with the
technol ogi es today. But you can certainly |ook,
and the staff is now grappling with refinery
representatives, on understanding actually those
nuances. And it's not a one-size-fits-all type of
process.

But | believe that even the refinery
representatives learned a | ot about how their
flaring processes operated, because there are
passive em ssions that were going to the flares in
sonme cases.

So | can send you the full refinery

flaring study. | think that that woul d answer
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many of your questions. And would probably be a
good thing for the Comm ssion to have at their
ready.

PRESI DI NG MEMBER GEESMAN:  Okay, thanks,
agai n, Carol

We're now at the point in our agenda
where | want to invite comments from any | oca
government representatives that care to share with
us. At least as of yesterday | don't believe we
had any sign-ups for that role. But if there are
any representatives of |ocal government that would
care to address us, this is the tinme.

Hel | o, Sheri.

MS. REPP- LOADSMAN: Good nor ni ng,
Conmi ssioners. M nane is Sheri Repp-Loadsnan;
I"'mwith the City of Carson

And as many of you know, we do host a
nunber of petroleuminfrastructure businesses
within the City of Carson

In general, in review ng the process the
Conmmi ssion has taken in reviewing the state's
obligations, as well as local and regional agency
obligations, we do feel that there is an inportant
role for the local governnents to play in the

permtting process.
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Now, for the nobst part, we rely very
heavily on the Air Quality Managenment District to
provi de | eadership and often | ead agency status as
it relates to the CEQA process. There are a
nunmber of occasions where the City of Carson has
mai nt ai ned that |ead agency status. And we
believe, for the nost part, that we've perforned
our responsibilities with the appropriate care and
consi deration for all of the parties concerned.

For the City of Carson we do recognize
and support the maintenance of many of our
petrol eum i nfrastructure businesses. W also
support their opportunities for nmodern expansions.

Qur concern, however, would be with
signi fi cant expansions that nmay conpete with our
ot herwi se inportant goals and objectives within
our general plan.

But the inportance of having the |oca
di scussion, | think, helps nmaintain that bal ance,
which is inportant both for our community as wel
as the surroundi ng communities.

"Il keep ny comrents very short. |
think my main opportunity in being here is just to
encourage all the regul atory agencies, the

comunity groups, the environnmental groups, and
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the industry, itself, to continue to work in
part nership.

| believe it's through the conmunication
and the education that we continue to provide
better opportunities for review ng these projects
on a case-by-case basis. And |I've seen very good
success over the last couple of years where
i ndi vi dual s and conpani es have taken the extra
effort to make sure the information is provided in
a way that is nmeaningful and hel ps the |oca
deci si onmakers nmake the appropriate decisions for
the local community, as well as the regional good.

I'd be happy to answer any further
gquesti ons.

PRESI DI NG MEMBER GEESMAN:  Well, | do
want to thank you for your input. You've appeared
before us a couple of tines; it's been wel
appreci at ed.

| guess |'d be curious, fromyour
per spective, how you determ ne or how you woul d
define an instance where it's nore appropriate for
the City to be the | ead agency in the CEQA process
than for the South Coast Air Quality Managenent
District.

MS. REPP- LOADSMAN: Certainly. There
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are basically two areas that we consider. One
woul d be relative to the permits that are
necessary for the City of Carson to issue.

And secondly would be the majority of
concerns that are expected to be raised through
the CEQA process.

In Carson we have several circunstances
with our petroleumindustries where they're
actually considered to be mnisterial actions, for
the nost part, fromthe City, when they do
i mprovenents and/or upgrades to their existing
facility.

The reason for that is that Carson
i ncorporated in 1968. W inherited many of these
facilities under fornmer County pernmits. The
County, at certain stages in their, | guess,
entitlenent process, was very liberal in ternms of
allowing these facilities to grow and to change
Wit hout triggering additional discretionary
revi ew

In that case it really is just a nornmal
permtting process whereby the Air Quality
Managenent District really has the lead status in
determ ning some of the environnental inpacts and

appropriate mtigation nmeasures. So we do rely
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upon the South Coast Air Quality District for that
| ead agency status.

In the second case we may actually have
di scretionary permts involved. But if it's
primarily associated with air permts, we wll
often allow or ask the Air District to be the |ead
agency.

The cases that have occurred recently,
in the late '90s we did have a request for a
hydrogen facility where the City of Carson was
| ead agency. Shell wanted to have an et hano
distribution facility constructed. The Air
Qual ity Managenent District was lead in that.

Most recently we have an expansion of a tank farm
by Ki nder-Mrgan. The City of Carson is |ead
agency.

Al of the clean fuel projects we've had
the District be the | ead agency.

So those give sone exanples of how we've
shared that responsibility. But | believe the
comuni cation has been very good in all respects.

PRESI DI NG MEMBER GEESMAN: |'ve tried to
determ ne, for exanple, in the Kinder-Mrgan
project, why would that one fall on one side of

the line or the other, as you woul d deterni ne who
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shoul d be the | ead agency.

MS. REPP- LOADSMAN: | believe that one
really had the opportunity of going either way.

We did have a conditional use pernit that needed
to be considered by the planning conm ssion. W
did feel that there were a nunber of circunstances
that were associated with | and use inpacts that
the community did have an interest in. So the
City did choose to be | ead agency in that

posi tion.

PRESI DI NG MEMBER GEESMAN: I n the areas
where you have chosen to be | ead agency, and there
are some air quality inpacts, do you utilize the
standard air quality nethodol ogy that the
District's witness described to us a few ninutes
ago?

MS. REPP- LOADSMAN: Yes, we do. We
often will have early consultation with the
District Staff. Typically for the City of Carson
we hire an environnmental consultant that perforns
this technical work on our behalf. And we have
al ways encouraged those consultants to work very
proactively, both with the applicant as well as
with the District.

In sonme cases we've actually had
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situations where we've exceeded the norma
District requirenents.

PRESI DI NG MEMBER GEESMAN:  Yeah, |'m
thinking more in terns of the methodol ogy used to
assess air quality inpacts than determn ni ng what
the mtigation requirenments should be.

Is there any reason why all communities
within the South Coast Air Quality Managenent
District shouldn't be required to always use their
net hodol ogy for assessing inpacts?

MS. REPP-LOADSMAN: | believe that the
comunities should use the nethodol ogy fromthe
District. And to the best of ny know edge
beli eve that we've always conplied with that
requi rement.

PRESI DI NG MEMBER GEESMAN:  Now, on the
Ki nder - Morgan project there have been severa
ti mes when your city council has not been able to
nmuster a full panel of council nmenbers, has there
not ?

MS. REPP- LOADSMAN:  You know, we have
definitely had sone circunstances in Carson that
have created difficulties in decisionmking. And
there have been sone delays relative to our

counci | .
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PRESI DI NG MEMBER GEESMAN:  And, you
know, not to beat around the bush, but the
maj ority of your council, at one point, were
convicted or confessed to crimnal violations,
whi ch caused themto be renoved or resign from
office, isn't that right?

MS. REPP-LOADSMAN: That is correct, but
I don't believe that significantly inpacted the
City's ability to review applications.

PRESI DI NG MEMBER GEESMAN: | guess from
the standpoi nt of sonebody required to take a
st at ewi de assessnent of our petrol eum chal |l enges,
it has a direct inpact on ny ability to have much
confidence in that |ocal review process.

And | don't have any specific instances
to cite and don't, as | understand it, believe any
of the corruption convictions or confessions were
related to petroleum projects. But it fuels ny
concern that the way we currently allocate
jurisdiction over these questions in California
t oday does not provide the affected communities
Wi th appropriate | everage vis-a-vis the powerfu
i ndustry that they face, and one of the primry
reasons why | think the stronger role for state

government is sonmething worthy of consideration
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definite chall enges that we have on the | oca
level. And it's primarily associated with the
education and understandi ng that our elected
officials may have, both as it relates to
petrol euminfrastructure, but al nobst every
devel opnent issue that would cone before them

I think the challenge is to make sure
that we have a process that is open, that is
public, that is provided in the appropriate

fashion in terns of all |egal requirenents. And

61

to the extent that the state can provide a role in

| eadership, as well as providing some direction

that would certainly be wel coned. But | don't

bel i eve that necessitates the renoval of the |oca

deci si onmaki ng.
PRESI DI NG MEMBER GEESMAN: | thank you
for your input.

MS. REPP- LOADSMAN: Thank you.

COW SSI ONER BOYD: No questions, other

than you left out tinely.
MS. REPP-LOADSMAN: We do try to be
tinmely.

(Laughter.)

HEARI NG OFFI CER FAY: Okay, 1'd like to
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then start with our public coment. And |I'm going
to call people in the order which | received bl ue
cards. M first one is from Shonowa Vill al oros.

I think if you sit next to Chris that
m crophone works. It woul d appear you need to
speak directly into it, though, for your voice to
be picked up. And since |I've got a blue card for
you, I'Il relieve you of the spell-your-nane
obligation and sinply give this card to the court
reporter.

MS. VI LLALOROS: Okay, thank you. Thank
you all for being here. | ama community nenber
up here in Wlmngton. And | oppose the one-stop
licensing permtting process.

And | say this because as a resident
there is about five refineries in this conmunity,
and | feel that there should be obstacles for them
to expand. Because a lot of our lives are, you
know, being affected by everyday pollution that
all of us inhale.

There's people in ny famly and friends
and just people in school that are suffering as a
result of it. They have allergies and asthm and
all sorts of health problens. And | just fee

like that there should al ways be a constant push
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for the refineries to be responsible for the
envi ronnent and the pollutants that they put into
the air that we breathe every day.

Thank you.

PRESI DI NG MEMBER GEESMAN: | thank you.
And | think you' ve got strong agreenent from both
Commi ssi oner Boyd and nyself in that regard. |
think we may differ as to whether we think state
governnment can provide a stronger focal point than
the existing m sh-nmash of |ocal agencies presently
do.

But | think our objective is to insure
that there's a better enforcement [aw, and that
these permt applicants are held to a very high
st andar d.

MS. VI LLALOROS: Thank you.

PRESI DI NG MEMBER GEESMAN: My next one
is Sylvia Garibey.

MS. GARI BEY: Good norning,
Commi ssi oner s.

PRESI DI NG MEMBER GEESMAN:  Good nor ni ng.

MS. GARIBEY: M nane is Sylvia Garibey
and I'mconing, -- J.C. Marquez (phonetic) can't
make it this norning, so -- he's for Coalition for

a Save Environnent.
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Anyway, | left you sone literature that
he wanted nme to give you. And he wanted ne to |et
you know that he had to go to a neeting and he
couldn't make it this nmorning, so he picked ne. |
don't know why. First tine |I've been here.

Anyway, he wanted to nake sure that you
were aware of the -- he has 13 points here, and he
wanted to nmake you aware that these points are for
petroleuminfrastructure best permtting
practices.

Nunber one, the current permt allows
every refinery and storage tank facility to
pollute the public air. The public and
communities wants permts to include mandatory
requi renents to use the best avail abl e technol ogy,
which is BAT, when it becones available. And
based on i ndependent university research.

The petroleumindustry has |ied about
what BAT is available and fails to incorporate it.
For exanpl e, Kinder-Mrgan tank storage facility
in Carson, California. W want all tanks to have
permanently seal ed roofs and vapor recovery
system

Nunber two. Current permts do not

require any significant mandatory air pollution
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reduction. The public and conmmunity wants pernits
to include a five-year plan to reduce air
pollution by 75 and a ten-year plan to reduce air
pol luti on by 90 percent.

Nurmber three. Current permts do not
require full disclosure in reporting of petrol eum
i ndustry conpliance to | aws, rules, regulations
and pernmits. The public and comunity wants an
annual full disclosure of all violations and
nonconpl i ances to include, but not be limted to,
nunber of notices of conpliances; notices of
vi ol ations; nunber of equi pnent breakdowns; nunber
of fines, dollars anmount of fines, and
settl enents; nunber of repeat violations; nunber
of public conplaints; nunber of |awsuits; nunber
of settlenents; nunber of penalties, et cetera.

Nunmber four. Current pernmits do not
require full disclosure and reporting of the
petrol eum i ndustry practice on purchasing,
selling, trading and exchange of credit, reclaim
ERCs, et cetera, in order to bypass doing
mtigation in the local community inpacted and
reducing air pollution.

The public and communities want ful

di scl osure and reporting of any credit activity
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the petrol eumindustry conpanies involved in and
wants the inmmediate termnation of all reclained
or credit prograns.

Nunmber five. Current permts do not
requi re the annual disclosure of the anmount of
air, water or land pollution a petroleumindustry
conpany has enitted, regardless of the
circunstances. The public and comunities want
full disclosure on an annual basis in a ten-year
chart of the air, water and |and pollution a
conpany has enmitted into the comunity.

Nunmber six. Current permts do not have
mandat ory comunity public health nmitigation
requi rements for public exposure to air, water and
| and pol lution. The public and communities want
| ocal mandatory public health care mitigation and
establishnment of a public health care trust fund
based on their percentage of industry contribution
and negligence.

Seven. Current pernmts do not have
mandat ory community environnmental mitigation
requi rement for air, water and | and pollution
The public and community wants | ocal mandatory
annual environmental mitigation for air, water and

| and pol lution and establishment of a public
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environnental trust fund based on their percentage
of industry contribution and negligence.

Nunmber eight. Current permts do not
require public hearings when a petrol eumindustry
conpany has viol ated any required conpliance or
has polluted the conmunity. The public and
community wants mandatory public hearings every
time a petroleumindustry conmpany has violated a
permt, law, rule, regulation, condition or
polluted the air, water or |and.

Nunber nine. Current pernmts do not
requi re mandatory witten public reports to be
prepared when they have violated a pernmit, |aw,
rule, regulation, condition or polluted the
community. The public and comunities want
mandatory reports of all violations, penalties,
settlenents and environnmental air, water or |and
i nci dents.

Nunber ten. Current permts do not
contain any significant sanctions or penalties
conditions for serious violation or repeat
violation. The public and community wants
stringent conditions that will significantly
prevent any violations or repeat violations,

i ncl udi ng suspensi on of busi ness and cl osure of
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busi ness.

Nunber el even. Current pernits do not
require real-tine nonitoring, nmeasuring and
reporting of any air, water or |and pollution
di scharge. The public and community wants real -
time nmonitoring, neasurenent and reporting of any
and every air, water or |and pollution discharge.
It is not the public's responsibility to be a
policeman and report problems. This is a
responsibility of the AQVWD, ARB and EPA.

Twelve. Current pernmits do not have
requi renents that allow the public sufficient tine
to be notified and provide public comments on the
permits or environnmental inpact reports. The
public and community request a mnimum of 90 days
advance public notice, a 90-day public coment
period, and notification be sent to every resident
within a ten-mle radius of the facility. Notice
shall be translated into the common | anguage of
the community, and an ad be placed in every |loca
newspaper.

Thirteen. Current pernmts do not have
any requirenents that a petrol eumindustry conpany
be 100 percent or mpjority owned by U S. citizens.

The U.S. public wants no foreign ownership of U S.
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petrol eum i ndustry's conpany. The public wants no

foreign oil, gas or fuel source of price
mani pul ati on of a business industry critical to
U.S. donestic fuel sources and product.
California can set any requirement they want.

Thank you.

PRESI DI NG MEMBER GEESMAN: Thank you.
Thank you very much, and --

MS. GARIBEY: | can't answer any nore
guesti ons.

PRESI DI NG MEMBER GEESMAN: Wl |, tel

M. Marquez we nissed him but that he was served

very well by --
MS. GARI BEY: Thank you. He had to go

to a nmeeting in L.A  Thank you.

PRESI DI NG MEMBER GEESMAN: | understand.

Okay, the next one | have is Jane
W llians fromCalifornia Conmunities Against
Toxi cs.

MS. WLLIAMS: Good norning,
Commi ssi oners. Conmi ssi oner Ceesman, you did a
very good job of grilling the AQVWD. |'m always
very inpressed with your know edge of the
envi ronnental justice action plan. And your

know edge about pernitting processes.
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As you know, |'m Jane WIllians from
California Communities Against Toxics. |
represent a nunber of the different refinery
comunities that are my nenbers.

The issues around refinery permtting
and conpliance are a constant source of paper in
my in-box. It's very clear that conpliance issues
and the permitting issues at these refineries
coul d be inproved.

However, the argunent | hear the CEC
making is they could do a better job. And so ny
guestion to you is how many power plants have been
sited in California since 1997, do you know?

PRESI DI NG MEMBER GEESMAN.  Si nce 1997
' m going to guess probably in the nei ghborhood of
30.

MS. WLLIAMS: Thirty power plants. Do
you know what kinds of conmunities those power
pl ants were sited in?

PRESI DI NG MEMBER CGEESMAN: It's a broad
m x, and | woul d assune, based on ny know edge,
over the two and a half years that |'ve been on
the Comm ssion, a larger mx of rural |ocations
than urban | ocations. Although in ny direct

experience we've had several urban projects.
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MS. WLLIAMS: Do you know how many El Rs
were done on those power plants?

PRESI DI NG MEMBER GEESMAN:  Qur process
is established under the Secretary of Resources
authority as a CEQA-equi val ent process. So, on a
CEQA- equi val ent basis I'd say 30.

MS. WLLIAMS: So there were no
envi ronnental inpacts reports done, because you
guys have a CEQA equi val ency?

PRESI DI NG MEMBER GEESMAN: That's
correct.

MS. WLLIAMS: Do you know how many of
those 30 were appealed to the Comm ssioners?

PRESI DI NG MEMBER GEESMAN:  Under our
statute a Conmi ssioner needs to be present at
every public hearing, so the process we go through
is a Coommttee of two Conmissioners sits on each
case. That Conmittee nakes a recommendation to
the full Commission. The full Comm ssion then
acts on that reconmendati on.

MS. W LLIAMS: You have actually an
adm ni strative appeal process for the siting of a
power plant that is unique in California.

PRESI DI NG MEMBER GEESMAN: That's right.

MS. WLLIAMS: How many of these 30
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power plants were appeal ed under that unique
process?

PRESI DI NG MEMBER GEESMAN: The process,
itself, is unique. | wouldn't single out the
appeal , because --

MS. WLLIAMS: Well, the entire process,
but the appeal process is part of the uniqueness
of your siting process.

PRESI DI NG MEMBER GEESMAN:  Then |' m not

certain what we're calling appeal. W have a
reconsi deration provision. |f that's what you're
aski ng about, | don't know the answer. | would

suspect it's about a handful

MS. WLLI AMS: Ckay.

PRESI DI NG MEMBER GEESMAN: | know duri ng
the history of the Comm ssion, which is 30 years
now, there have been ten cases of |icensing
deci sions actually appealed to the courts. And
that may be what you're driving at in the use of
the word appeal

MS. WLLIAMS: Well, as you know, under
your CEQA-equi val ent process, the only court you
can appeal to for the siting of a power plant is
the supreme court.

PRESI DI NG MEMBER GEESMAN: That's right.
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MS. WLLIAMS: Do you know how nmany, say
in the last five years, of these power plants that
you sited, those siting decisions were appealed to
the supreme court?

PRESI DI NG MEMBER GEESMAN: | don't know,
but I would presune probably the majority of the
ten that | mentioned over the Commi ssion's
history. Mst of our siting volunme has taken
pl ace since the 1997 date that you were interested
in.

MS. WLLIAMS: M question was how many,
let's say of those ten decisions, how many were
appeal ed to the suprenme court?

PRESI DI NG MEMBER GEESMAN:  All ten were

MS. WLLIAMS: All ten were appeal ed.
And how many - -

PRESI DI NG MEMBER GEESMAN:  No, | think
we' re tal king past each other again.

MS. W LLIAMS: Ckay.

PRESI DI NG MEMBER GEESMAN:  Ten deci si ons
of the 30 that | estinmated have been appealed to
the supreme court.

MS. WLLIAMS: And how many of those
appeal s did the supreme court accept?

PRESI DI NG MEMBER GEESMAN: | know t he
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Conmi ssi on has never been reversed by the suprene
court. | don't know how many have actually been
accept ed.

MS. WLLIAMS: | do. None. So when you
conpare your process of involving the public and
the judicial review that that can have, and the
current process, which is not CEQA-equivalent, it
is subject to CEQA, and it is therefore subject to
review by the courts, this is one of the reasons
that the environnental justice community and the
envi ronnental comrunity in many of these
comunities where these refineries are, oppose
changing the permtting process so that it solely
sits at the CEC

Now, |'ve had nmany nany conversations
wi th people that have gone through your process,
and have had power plants sited. And actually a
nunber of ny nenbers have been through that
process.

And |1'd Iike to just highlight two of
those decisions that were made by the Commi ssion
in the |l ast couple years. One of them was the
siting of the Blythe Power Plant. One of those
rural power plants that you nentioned.

The Bl ythe Power Plant was appealed to
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the suprenme court, and the supreme court denied
the appeal. The Blythe Power Plant sits in Blythe
at the end of the airport. The conmmunity raised
concerns about where it sat, at the end of the
airport. It also raised concerns about the water
that was needed, as you probably renenber. Large
orchards were purchased so that the groundwater
could be punped to cool the plant.

So, when you | ook at the Blythe Power
Pl ant now, the Federal Aviation Adm nistration is
saying that it either has to be noved or the
airport has to be noved. And the people in Blythe
have not benefitted fromthe siting of the power
pl ant there. Mst of them were not hired to work
there. And, in fact, because the orchards were
purchased for the water, many farmworkers were
di spl aced. That's a rural power plant that you
si ted.

Anot her power plant that you sited was
in Sun Valley. |In fact, the Sun Valley site is at
the site of an old power plant that was shut down
in Sun Valley. As you may know, Sun Valley is an
area of special environnmental justice enforcenent
by Rocky Delgadillo (phonetic) who is the District

Attorney for the City of Los Angeles.
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The residents of Sun Valley found out
about the siting of the power plant there after it
was already built. They did not know about any of
the permitting processes, either through the CEC
or through the AQWD.

Sun Valley is also hone to a very |arge
landfill, many polluting facilities, and there's a
school nearby. This is a peaker plant. This
power plant is designed to kick in only in the
sumerti me when demand is high, and only in
sumrerti me when the ozone |l evels in Sun Valley
often exceed the national anmbient air quality
st andar ds.

We are opposed, the environnent al
justice community in California is opposed to
permt stream ining for refineries. W don't
think that the Air Quality Managenent District
does a good job, either on the permtting side, or
on the enforcenent side.

We' ve been extrenmely involved with the
District and its creation of the environnenta
justice workplan. W' re hoping for inprovenents.
We're not saying that the AQVWD does the best job
in the world. As far as we can tell fromliving

around these facilities, fromconmenting on title
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5 permits, fromlooking at the huge kinds of
rel eases that cone fromthese refineries into
these | ocal communities, it's an area of one of
t he nost extrene cases of environmental justice in
California. But we do not believe that the
structure at the Energy Conmi ssion is going to be
any better.

So, thank you very much for your
opportunity to discuss this with you. And, again
| applaud your staff's briefing, your staff's
preparation of you.

And, Commi ssioner Boyd, | can also tel
you that the reason we don't burn pet coke in
California is because it's a very dirty fuel. And
it's also the reason that we're opposing the
conversion technol ogies at the Integrated Waste
Management Board in turning waste into energy.
Because California is in violation in al nnst every
district in California violates the nationa
anbient air quality standards. So turning our
skies into landfills is just going to exacerbate
t hat .

Thank you for the opportunity to
coment. |'m happy to answer any questions you

m ght have.
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PRESI DI NG MEMBER GEESVAN:  Wel |, |
certainly thank you, Jane, for your comments and
sharing your opinion with us. | would really
encourage you and your clients in focusing on the
actual outconmes in permtting processes to direct
your attention at what can be achieved in the
admi nistrative review. | think that's where the
deci sions that nost directly affect the public are
made.

And | wouldn't attach a | ot of public
significance to victories in court, because
thi nk those seldomtranslate into actua
meani ngful inmprovenents that the public can feel
They translate into i nprovenents in process, but
I'"'mnot certain that they have as direct an inpact
on substance as the decisions nade at the
admini strative |evel.

And | woul d say that the Energy
Conmi ssion's record, being upheld ten tinmes by the
supreme court, would suggest that, at least in the
supreme court's view, the Comm ssion, during its
30 years has done a good job at applying public
heal th and safety standards and environnental
st andar ds.

And ny concern is, | tried to nmake clear
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at the beginning of this workshop, is that the
exi sting process for review ng refinery
nodi fications, and in particular, petroleum
storage and maritine facilities, is inadequate to
the task at hand and | eaves the locally affected
communities ill equipped and under-armed in
dealing with the decisions that right now a
conbi nati on of |ocal agencies are making.

I["mnore confortable with the South
Coast Air Quality Managenent District's discharge
of its responsibilities than | amwth the |oca
| and use agencies involved. And |'m not
suggesting that substantive standards be changed
at all, but rather than the existing process that
we have, be consolidated for an application
simul taneously of nultiple jurisdictions permt
requi renents.

M5. WLLIAMS: The citizens of Blythe
i ntervened vigorously in the siting of the power
plant in Blythe saying that it shouldn't be --

PRESI DI NG MEMBER GEESMAN:  You' ve got ne
at a di sadvantage here because that took place
before I was on the Conmm ssion, sSo --

MS. WLLIAMS: But what |'msaying is

they relied upon the adm nistrative process at the
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CEC, and they have a power plant at the end of a
runway.

PRESI DI NG MEMBER GEESMAN:  And what's
been reported to ne by our staff is that the City
supported the | ocation of the plant, and it's been
at the Conmission's behest that the matter, after
i censing, has been brought to the attention of
the FAA and Caltrans to determine if corrective
measures should, in fact, be taken.

I''m not aware of the issue having been
raised at the adm nistrative |evel.

MS. WLLIAMS: It was raised vigorously
at the administrative level. And as you say,
| ocal Iand use planning agencies, including the
cities and counties, often don't nmake good | and
use deci si ons.

But what you're saying to us is that you
can rely upon our adm nistrative procedures to do
the right thing and protect, and these were the
wor ds of Comm ssi oner Boyd, public health and the
envi ronnent .

And what |'m saying is the CEC al ready
has a track record of trying to protect public
health and the environnment. These are just two

speci fic power plant exanples | gave you, one in
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an urban area and one in a rural area.

And so when you're trying to convince
these communities that are already heavily
i npacted, already they' re the under of the
under dogs, you know, the poor minority comrunities
living around horrible sources of pollution. The
Torrance refinery emits 2 mllion pounds of air
pollution into the | ocal comunity per year
That's not including startup, shutdown functions,
and unneasured eni ssions fromflares and other
catastrophic incidents that take place there.

One of the previous speakers brought up
t he application of BACT. Not one of the power
plants that 1've reviewed in California that was
sited in the last few years has the best
achi evabl e control technol ogy, which is SCONOX.
Because sonmehow power plants manage to argue that
wel |, SCONOx m ght work well in Europe, it doesn't
work in California. Sone sort of hem spheric
magnetic field or sonething.

| nmean what we're | ooking for in the
environnental justice communities is we're |ooking
for a true process that seeks to protect the nost
vul nerabl e anong us, the poor mnority children

and the elderly living in these conmunities.
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technol ogy. And that's not what we're getting.
It's not what we're getting fromAQWD, and it
certainly is not what we're getting fromthe
Ener gy Conm ssi on.

PRESI DI NG MEMBER GEESMAN: - -
prescription for how to achieve that?

MS. WLLIAMS: If | was asked by AQWD -

PRESI DI NG MEMBER GEESMAN:  How about if
you were asked by the Energy Conm ssion?

MS. WLLIAMS: -- and by the Energy
Conmmi ssion to cone up with a prescription for
better refinery siting and expansion, | can tel
you the community woul d be very interested in
havi ng that conversation.

The communities of --

PRESI DI NG MEMBER GEESMAN:  Wel |
consi der yourself asked.

MS. WLLIAMS: -- and you're going to

82

hear from my other colleagues today that have been

representing and talking with refinery communities

specifically in Los Angeles for years.

Those demands are not new. And | think

M. Marquez did a good job through his em ssary of

lining out sone of those.
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PRESI DI NG MEMBER GEESMAN:.  \Wel |
consi der yourself asked.

MS. W LLIAMS: Thank you for the
opportunity to speak.

PRESI DI NG MEMBER GEESMAN:. Thank you
very rmuch.

Next one is Cynthia Babich. Del Anp
Action Committee.

M5. BABICH. Thank you for the
opportunity to be involved in the process. M
name is Cynthia Babich and |'m Director of the De
Amp Action Conmittee. [It's an environmenta
justice group that was fornmed because of our
concerns of toxic waste fromthe two superfund
sites that surround our community in the
uni ncorporated L. A. County strip.

We are also a community who i s downw nd
fromthe Exxon Mobil Refinery in Torrance. And
t hrough our education of ourselves and our
community on toxins and how t hey affect the body,
we came to understand the term environmenta
justice. And it was very disconcerting to nost of
us to find out that our comrunities had been
specifically targeted over the years.

And we worked very diligently to change
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that trend. So anytinme there's a process where
the public can be involved, we do try to be
i nvol ved. But we also will defend vigorously any
attenpts to di ssuade our involvenent.

Recently the Exxon Mdbil Refinery was
fined $8.2 mllion by the AQWD. One of the
concerns, which I'm sure you can address here, is
that even though refineries are getting fined,
none of this noney is going back into the inpacted
conmunities. So the conmunities further suffer

And when they do try to be involved many
times they don't really see any concrete changes.
And so that al so keeps them from bei ng nore
i nvol ved.

Qur Committee is a little bit different.
We have reviewed the title 5 permits for this
refinery. W were |ucky enough to attend the
snokescreen school that was mentioned by Caro
earlier, which we found very invaluable. It puts
the tools in the hands of those people who are
directly in the frontlines and gives them nore
confidence when they do do reporting, that they're
reporting in a manner that's consistent with the
agenci es.

We have al so been very involved in the
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AQWD initiatives for EJ. W do go up to Di anond
Bar when we think it will be beneficial for them
to hear fromour point of view Mstly our
col | eagues, like Jane WIllians and Joe (i naudible)
go ahead and are the arrowpoint for our concerns.

I'm here today because I'mreally
concerned that even though the AQVD process i s not
perfect, it is noving in the right direction with
the EJ initiatives. [It's a process that we see we
are gaining;, the communities are actually w nning
in a sense

And | heard your comrent that maybe the
AQWD does a better job than some of the other
districts. This may very well be true. But | can
only speak to ny area. | think it's really
i mportant that we have that public participation
that we've seen, and that we see being enhanced.
But also | really think that it's inportant that
we | ook at the local perspective. They know
what's going on and nmany tines AQVD, who is taking
the lead in ny area, where the problens are
through their notices of violation

But we're also very concerned, as
environnental justice conmunities, that people are

not only | ooking at the one particul ar source
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that's being reviewed, that particular day, but
al so the cunul ative inpacts. The fact that our
areas are targeted as wastelands, and it's very
inviting for businesses to cone in. Many tines
we're painted as anti-business, which | don't
particularly think that we are.

We' ve done health surveys recently in
our comunity and one in four of the househol ds
that we attend have children with severe asthma
problems. So when we tal k about expediting a
process to |let these existing refineries expand in
our already inpacted communities, that literally
t akes our breath away.

So we are opposed to the transfer to the
California Energy Conmmi ssion of this one-stop
permtting process. W think it's great that you
want to be involved or engaged; you see there's a
problem But we'd like to -- if you want to be
i nvol ved nore, plug into the current process that
we have with AQVD, and get sone kind of
standardi zati on within that agency rather than it
being allowed to have the option of either going
through the city or local, and that requirenent,
or going through the AQVD.

I think we have the same problemwith
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contanminated toxic sites. Many of them have the
option of either going through the Departnent of
Toxi ¢ Substances Control, which has a very good
public participation process and assessnent of the
sites. O going through the Regional Water
Quality Control District, which has a very poor
record.

So | hope ny coments have been
beneficial. And, again, we do thank you for the
opportunity. But we'd really like the chance to
follow through with the AQVD and the initiatives
that are before us.

Thank you for allowing us to
parti ci pate.

PRESI DI NG MEMBER GEESMAN: Let ne ask
you to focus on the | and use side of that, because
as |I've tried to make clear, | think many of our
concerns are nore directed to the |ocal |and use
agencies than to the AQWD.

| believe | heard you to say you were
concerned in the toxic substances area with the
exi sting options that projects have to go through
a local |and use agency, or through the state
Department of Toxic Substances Control, is that

right?
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MS. BABI CH:  Yes.

PRESI DI NG MEMBER GEESMAN: Have you had
experience with the | and use agencies in the
refining or petroleuminfrastructure area?

MS. BABICH: When we are allowed to
participate, which is not very often, nobst often
we don't even know what's goi ng on besi des when we
see a flare or sonme kind of an upset, or one of
the nice little publications the refinery puts out
to the Torrance area.

Qur area is the unincorporated County
strip, so we are a bit different in the sense
t hat --

PRESI DI NG MEMBER GEESMAN:  You don't
really have a voice then, do you?

MS5. BABICH: Not often. So I think what
I"msaying is we have a process now with the AQVD.
We've been working with them O course, we don't
appreci ate everything that's done, but we see a
process. W see a lot of work that's been put
into | ooking at the inpacts, environnenta
justice-wi se, to conmunities.

So | don't think it's appropriate for
anybody to be able to shop around to find the

| east path of resistance for them neeting their
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needs wi thout | ooking at stakehol der processes
that bring everything together

I think using DTSC there has been a
great effort by environmental justice comunities
to also influence that agency.

So perhaps if we were tal ki ng about two
different crates of apples and oranges, that m ght
be different. But with the Departnent of Toxic
Subst ances Control a lot of the benefit goes to
them bei ng receptive to the concerns that
communities have raised and allowing themto nove
forward and educate ourselves, as well as educate
those who are nmaking these really tough decisions.

PRESI DI NG MEMBER GEESMAN:. Thank you
very rmuch.

Next one is David Wight. Pacific
Energy Partners.

MR. VWRI GHT: Good norning. M name's
David Wight. |1'mthe Executive Vice President of
Paci fic Energy Partners, L.P. That's spelled
David, D-a-v-i-d, Wight, Wr-i-g-h-t.

My associate, Dominic Ferrari, who is
al so here today, has made several presentations to
the California Energy Conm ssion, as well as your

staff, in the past year. This is regarding the
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deepwat er petroleuminport terminal that we are
currently working on here in the Port of Los
Angel es.

It's an interesting process today, and
sone of ny prepared statenments are going to change
alittle bit, based on sone of the comments that
|'ve heard while | was sitting here.

One thing, | do want to thank the
Conmi ssion for coming to the Port, the harbor
area. | think your presence here today is a
reflection of the seriousness of the petrol eum
marine inport situation facing California today.

One of the things that we've determ ned
here, as an industry representative, is that
there's a trenmendous need for inported energy,
particularly in northern and southern California.
And over the next ten years we expect to see
demand for an additional 400,000 barrels a day of
i mported crude oil into the Los Angel es area.

Qur projects, like a nunmber of simlar
projects, face serious nultifaceted chall enges.
These chal | enges include the general demand for
Port land; this is for our needs, as well as al
the other containers and other groups. Concern

fromcommunities that are | ocated around the Port
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and the inpacts on the communities by the Port
activity. | think that's been represented here
t oday.

I npacts on the air, water and ot her
types of pollution, in general, in these kinds of
activities. | think lastly nost inportant, |
think nore to the direction of what you're talking
about today is the conflict between all the
different groups and the different agencies that
have the ultimte authority to prevent this new
i nfrastructure.

| agree with a lot of the comments that
have been made by a nunber of the environnmenta
groups that are concerned about representation of
their groups and the constituents and the people
that they serve. And | think that's a fair
assessnent, that there's been problens in the
past .

It's particularly a problemfor |and use
groups like the Port of Los Angeles, Port of Long
Beach, who, through the State Lands, were
entrusted the use of the Ports to represent, you
know, the entire State of California, as well as
address the community issues.

And | think it's very inportant that
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ot her agencies work together to help clarify the
situation of these authorities and who has
ultimate permtting.

My feeling is and my concern is that if

these matters are not clarified and resol ved soon

a nunber of projects, such as our project, are
likely to be mired down in conplicated | awsuits
resulting in continuing |ong-termdelays in the
devel opnent of the required inprovenents in the
state's infrastructure. It's a critical issue
t hat needs to be resol ved.

| also want to comment about sone
earlier comments fromthe AQVD, Carol, the

representative of AQVD, noting that our conpany

has been working with the AQWD. We net with their
executive staff. W found that they are very open

and willing to try to expedite projects in any way

that they can, that the conpliance with all the

regs and rules that they need to live with. |

think that's a good exanple of the kinds of things

that can be done if the process can be clarified
and sinplified.
Lastly | just want to say, |ook, there

are no sinple answers to these conplicated
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problems. But we think it's inperative to the
wel | being of the state that these issues are
brought forward and sonmehow this ultinmate issue of
authority and permtting ability is resolved to
the benefit of all people in the state.

Thank you.

PRESI DI NG MEMBER GEESMAN:  Thank you. |
guess the area that our report in 2003 focused the
nost intently on was the sequential nature of the
existing permt process. And we suggested that
for significant new projects that the power plant
licensing process mght be a good anal ogy. |
enphasi ze might. And | also think it's probably
nmore productive not to think in ternms of the
California Energy Conmi ssion has that permtting
agency, so nuch as state governnment. Perhaps it's
the Energy Conmi ssion, perhaps it's the ARB,
perhaps it's the Departnment of Toxic Substances
Control, perhaps it's the Departnent of Motor
Vehicles, | don't know.

That's | ess inportant than the notion
that there are statewide interests at stake. And
that the state, in the power plant siting area,
for 30 years has chosen to consolidate all state

and local pernmits in a single forumwith at |east
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an effort to make those decisions within a
specified tinmeframe. And with a direct judicia
review by the state suprenme court.

And | believe our 2003 report basically
asked the public the question, what's wong with
this picture; why doesn't this tenplate |end
itself well to addressing | arge petrol eum
infrastructure projects. And | know there are a
nunber of inperfections to that nodel, and it
wasn't suggested as being a precise fit.

But | guess the question | would pose to
you and ot her nmemnbers of the industry, menbers of
the public here today is why shouldn't we
consolidate all of the existing state and | oca
requi renents, not change a single one of them
substantively, but consolidate themall into a
common forum and attenpt to enpower one agency,
of statew de significance, to make those
deci si ons.

MR, WRIGHT: | think that question --
the answer is beyond nme in ternms of knowi ng the
answer, but sonmething |ike that, when you come to
these critical infrastructure that's inportant to
all the citizens of California, would be very very

hel pful, | think, for all parties involved.
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I nmean if everyone knew where the
playing field was, and all the different parties,
all the stakeholders had an interest init, could
be brought together at one tinme in one place and
the issues aired in a way that everyone can see
all the different pieces, | think it would be a
much much better process than the one today.

Today is just mired with pitfalls and
areas that different concerned groups are not
going to be represented. The potential for
litigation is on every place you turn. And
unfortunately, all the needs need to be net, the
comunity and the industry and the state.

But | think, in general, the idea is a
very good one.

COW SSI ONER BOYD: | can't say too nuch
because every time | turn on nmy mke it blows the
system here, but | want to take this opportunity
to thank Conmi ssioner Geesman for his question and
you for your response. Because one thing he put
clearly on the table is that the CEC process was
only put out there as an exanple.

And our being here is an effort -- and
previ ous neetings -- an effort to try to focus

some light on this issue that you've pointed out
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as an issue that we identified as an issue. And
not to participate in a bureaucratic grab of --

MR, WRIGHT: | think if you nove that
other mke it will cut out the feedback.

COW SSI ONER BOYD: They're supposedly
di fferent systens, but perhaps. In any event, our
being here is not to engage in a grab by the CEC
of permitting authority, as nuch as it is to focus
attention on an issue that we think needs sone
resol uti on one way or another

So | appreciate the exchange, and
appreci ate your attenpt at an answer, as you
mentioned. There's sonme nenbers of this audience
who woul dn't believe that statenment, so | choose
not to nake it, except at a tine when it's been
put out on the table.

| just caution people that we're just
trying to shine some light on an issue that we
think needs to be resolved. W're not trying to
grab a process or take it away from other people
necessarily, if collectively, in all these various
areas and hearing fromall the stakehol ders, we
can find, perhaps, a better way to deal with the
process and even inprove the protection of public

health and the protection of the environnent.
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So, just felt that needed to be stated.

MR, WRI GHT: Thank you.

PRESI DI NG MEMBER GEESMAN:  Thanks very
much.

DR. TOOKER: 1'd like to ask one
foll omup question. David, given your involvenent
with the Port and project devel opnent, | couldn't
qui t e understand whet her you're saying the issues
you feel are permtting issues in |ack of
jurisdiction and clarity, or whether it also
i nvol ves issues of planning and deci si onnaki ng
about the kinds of uses that the Port commits to
goi ng forward.

MR, WRIGHT: Here, again, that's a
conplicated question. But | think there's severa
different facets of the issue that need to be
addressed. And one is just the overall |onger
term Port pl anni ng.

Ports are like other entities, you know,
they're going to try to optinmize what | ooks best
within their own view And | don't know that the
ultimate long-term Port planni ng process has been
as thoroughly thought through in this |longer term
vi ew as perhaps it shoul d.

I think the other issue is that there's

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

98
been, as in the case of the refineries, the
communities and the Ports were fairly separately,
you know, nmany years ago. And now they've grown
cl ose together. So the inpact of one on the other
has been intensified, and it's been reflected, |
think, in a lot of cooments of the people here
t oday.

And | think that just means that it
makes it even nore inportant to do the proper
| ong-term planning in terns of what the
infrastructure needs will be.

I think one of the dangers today, or one
of the issues that we see is there's these pseudo-
gover nment groups, for exanple the City of L.A
has created nei ghborhood councils. It's a way
that different people can voice their opinions on
di fferent situations and inpact their comunity.

The problemis that it's generally a
very small group of people, like 10 or 12 people,
represent a fairly significant portion of the City
or part of the City. They'll have a neeting, not
very well attended; two or three people will take
the |l ead and they have an issue they'll bring
f orward.

And then that becones the headlines in
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t he newspaper the next day. The Nei ghborhood
Council, you know, defeats, or opposes. And it's
an inplication that the conmunity, in general, is
against this thing. What it is is generally the
peopl e that took the time to go to the neeting,
and you know, made their voice clear

| don't think it fairly reflects the
interests of all the people when these sorts of
t hi ngs happen. And | think it creates a forum
that the newspapers use to create different
issues. And it isn't, in the longer term serving
the ultimte public good.

The public good that needs to be served
is these issues with the people's public health,
the inpacts on their livelihood, the inpacts on
their living, how that can work together with the
i ndustrial infrastructure that needs to be there
to serve them And how we can bring that together
in away that it can be properly aired and
properly bal anced is the issue.

And there's no sinple solution, but |
think the way the process is working today is not
working well, and I think in the case of the Port
of L.LA it's nore of a political issue, the way

it's structured, versus, say, the Port of Long
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Beach.

These are things that have devel oped
over tinme with the city charters, and it's
difficult to change those. But it's sonething
that needs to be considered, you know, as you | ook
at the bigger picture of how these needs are
ultimately going to be served.

| hope that answers your question

DR. TOOKER: Thank you.

PRESI DI NG MEMBER GEESMAN:  Thanks for
your testinony.

MR, WRI GHT:  Yeah, thank you.

COW SSI ONER BOYD: Thank you.

PRESI DI NG MEMBER GEESMAN: My next card
is TimGabiel fromNRDC. | hope |I pronounced
that name correctly.

MR. GRABIEL: Good norning. No, you did
not pronounce it right, and it's actually been the
bane of my existence, the nane Gabriel. It's
G abi el .

' m here on behalf of the Natura
Resources Defense Council, where |'m an attorney.
As you probably know, the Natural Resources
Def ense Council is an environnmental organization

of nationw de scope of over 600,000 nmenbers. |
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t hi nk we have over 100,000 here in California.

I want to nmke sone general coments and
"Il try and keep it brief. One of the first
points that | want to nmention has to do with CBEs,
the Communities for a Better Environnment, speaking
shortly, their attachnments to the comments they
submtted the |ast round of permt streamnlining
for this.

It is our belief that this Conmttee
nmust endeavor to be as inclusive and responsible
to community concerns as possible. And this would
i nclude not only recognizing the legitimte
concerns of the community, and responding in good
faith to these legitimte health and environnent al
consi derations and concerns, but also it is
necessary to be transparent and accessi bl e.

Bei ng a transparent and accessible
government body by providing access to docunents,
notice of neetings and opportunities to conment.

And | just want to say one exanple of
the lack of transparency and accessibility, CBE s
conmments submitted on July 19, 2004, in response
to the CEC s June 28, 2004 siting Comrittee
wor kshop to investigate the state's petrol eum

infrastructure did not include its insightful and
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educational attachments. All other comments
submtted with attachments did include them except
for CBE's.

Now we coul d specul ate on why this may
be, but let's just say that these attachnents
adequately denonstrated conflict of interest,
predi sposition and industry influence.

Nonet hel ess, the conmunity and the people have the
right to have access to these attachnents in
form ng their opinion on the subject.

Alittle nmore specifically, in no way
nmust we renmove |ocal control. |In no way. The
Sout h Coast Air Quality Managenent District,
despite its flaws, has, on this issue, done a much
nore satisfactory job than the CEC has done on
power plants, in taking into account the numerous
consi derations that petrochenical facility siting
and expansion entails.

These numerous considerations are
nmul tiple, but sone are the em ssion of
carci nogenic and toxic chem cals, which pose
hunmongous or large risks to workers, the public,
the environment in EJ conmunities.

AQWD has devel oped the rel evant

experience and people working with AQVD have cone
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to make AQWD nore responsive. And we should not
just throw this out.

It is not as sinple as CEC seens to
i mply, saying that we need gasoline and di esel
therefore we nmust identify petrocheni cal
stream i ni ng opportunities. | believe, and we
believe, that this is irresponsible, a breach of
public trust and unnecessary w thout conprom sing
a great deal that has been |earned to date.

The AQWD should be rewarded for its
growth, for its evolution, not devolve the
deci si onmaki ng authority.

Moreover, AQWD, unlike the CEC, is an
account abl e governnmental agency directly
responsible to its constituents and affected
i ndividuals. It operates within this basin in
close proximty, although Dianmond Bar is quite far
fromthis location, through the people that are
affected by its decisions.

A proposed devol venment of power from
AQWD and granting of power to CEC, we believe, is
undenocrati c because of the nature of CEC, and
woul d essentially disenfranchise the |oca
popul ation. |If we do believe and maintain these

i deal s of participatory denocracy, we have to
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to influence.

Public participation is of utnost
i mportance, in addition to all the other things
that renoval of authority from AQVD woul d do.
woul d stifle and essentially squash public
participation. Rather than have the affected
public, those who live, breathe, work, play and
pray among the em ssions and pollutants, rather
t han have them be able to influence and
participate in the process in a neaningful way,
wi |l have an insider industry game in which the
problems that we face today will be worsened by
the m nds that created them

We nust uphol d the opportunity for
partici pation, not renove them And we nust
beseech public participation and not shun it.

As for CEQA, the CEQA review must be
preserved. CEQA provides notice requirenents,
opportunity for public participation, engages
st akehol ders in dialogue and di scussion in the
form of comrenting period and response to
comrents. In addition, CEQA insures a hard | ook
at alternatives, and provides opportunity for

judicial review
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Refineries and related facilities nust
not be exenpt fromthe very Act designed to
prevent irresponsible growmh with disparate and
unknown i npacts.

I would like to reiterate AQVD s
di fferences between power plants and refineries,
drawi ng parallels is baseless and highlights a
fundament al m sunderstandi ng of the processes and
chal | enges that refineries pose environmentally
and public health-wise. And at the conmunity
l evel .

CEC s processes are not equivalent to
t hose provide by AQVWD and under CEQA. And I'd
like to reiterate what Jane WIllians had to say on
the subject, as well

Finally, one last point. Admnistrative
review, contrary to what you state here, in ny
experience is not adequate and conparable to
judicial review. Concurrently it can help to nake
it a better process, but having solely
adm nistrative reviewin lieu of judicial review
has not been a very beneficial thing in our
experi ence.

Those are ny comments today. Thank you

for the opportunity to comrent.
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PRESI DI NG MEMBER GEESMAN: Have you had
any experience with the local |and use agencies
dealing with petroleuminfrastructure-rel ated
i ssues here?

MR, GRABIEL: CQur organization has a
weal t h of experience. |, personally, have dealt
with local |and use agencies in other contexts
with the specific refineries that are going under
review right now, that have been trying to expand,
i ke Conoco Phillips, for exanple.

| would have to consult some of the
peopl e that have been working on it from our
office. And I'd be happy to include that in any
written comrents that we may submit before
February 10t h.

PRESI DI NG MEMBER GEESMAN:  Yeah, 1'd
encourage you to focus on that particul ar
guestion. As |I've indicated in several coments,
| don't think that the concern that we have
expressed is focused as nmuch with the AQVWD and its
di scharge of its responsibilities or its |ead
agency, as it is in those instances where it's
not. And where the local |and use agency is the
| ead agency for CEQA purposes.

MR, GRABIEL: Well, then perhaps that
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speaks to increased AQWD invol vement and
participation --

PRESI DI NG MEMBER GEESMAN:  Perhaps it
does.

MR, GRABIEL: -- as the |ead agency, as
opposed to renoval

PRESI DI NG MEMBER GEESMAN: Perhaps it
does.

MR, GRABIEL: But | know that CBE will
probably be speaki ng extensively on the subject.

PRESI DI NG MEMBER GEESMAN: And Chris, do
you know what he's referring to in terns of the
attachments to CBE' s earlier statenent?

DR. TOOKER: No, | don't have the
details on that. [|'ve witten it down. [|'m going
to have to follow that up when we get back to the
Commi ssi on.

PRESI DI NG MEMBER GEESMAN: M. Grabiel,
do you happen to have those with you?

MR, GRABIEL: Yesterday | tried to have
access to themon the internet, but they weren't
there, were not posted along with the other
comments that did have attachnents.

I think contacted CBE and was not able

to get them before today.
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PRESI DI NG MEMBER GEESMAN:  Okay.

MR. GRABIEL: But, no, | don't have them
with me. They were submtted, though.

PRESI DI NG MEMBER GEESMAN:  Well, that's
what | want to nmake certain of, that if we still
have them if they are, in fact, posted. W
concern is if we don't have them where do we turn
to get them so that they can be posted.

MR, GRABIEL: You can turn to ne.

PRESI DI NG MEMBER GEESMAN:  Okay.

MR, GRABIEL: O general CBE.

PRESI DI NG MEMBER GEESMAN: Ckay. Thank
you very much.

My next card is Jim Schepens from
O I tanki ng Aneri cas.

MR, SCHEPENS: Good nmorning. | amJim
Schepens. | amthe Vice President for Business
Devel opnent for QG ltanking in the Americas. We
currently have three term nals operating in the
United States. W are the second-| argest
i ndependent terminal conpany in the world. W
have approximately 70 terminals in 20 different
countries.

O ltanking is prepared to nake

substantial investnent in California to permt,
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build and operate state-of-the-art infrastructure.
And that includes docks, tanks and connecting
pi pel i nes.

At the present time we're actively
i nvol ved with the Port of Long Beach in a crude
berth in the Port for a dock, tanks and pipelines.
We're also | ooking at other greenfield sites and
potential acquisitions in California.

At the sanme time G ltanking, as with any
conpany doing business in California, has Iimted
capital. And that limted capital is |ooking for
its best use. |If California nmakes the pernitting,
buil ding and the operation of |logistics facilities
prohibitively difficult or expensive, | think one
of three things may happen.

One, the project gets built; the higher
costs are ultimtely passed along to the public in
the form of higher goods and services.

Two, the capital available to be
invested in California goes el sewhere, where there
is a nore attractive use for that capital

O, thirdly, the companies that are
operating in California bail out. They sell their
assets; the net result of that typically is a

consolidation of the infrastructure, fewer
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conpani es, |ess conpetition, which ultimtely, |
think, is bad for the consumer.

O I tanki ng doesn't mind tough
regul ations. We are building a greenfield
termnal in the Netherlands today that wll
probably neet the npbst stringent regulations in
the world. What we have a problemwith is the
unknown. The unknown in terns of the |aws,
regul ati ons or processes.

Thank you.

PRESI DI NG MEMBER GEESMAN:  Thank you
very rmuch. Next comment is Janmes Hol | and, Los
Angel es Export Term nal .

MR, HOLLAND: Good norning, again. |
have given testinony with you before. First |'d
like to thank Dave Wi ght, even though we're
conpetitors in many respects. | think he did a
very good job of expressing industry's concerns,
and our willingness to work with participants from
the public.

Qur problemis that we're having
difficulty getting projects permtted. And so
what 1'd |like to do is address nore specifically
LAXT's or Los Angeles Export Terminal's imedi ate

concern now.
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Si nce 1998 LAXT has di scussed petrol eum
i nfrastructure devel opment with the Port of Los
Angel es. The Port Staff has consistently denied
LAXT and its major partners the opportunity to
develop termnals at LAXT's facilities in the Port
of Los Angel es.

Wi | e denyi ng LAXT, the Port has
di scussed utilization of LAXT's property with
ot her conpanies for simlar or identical uses that
LAXT has been deni ed.

On Oct ober 28, 2003, LAXT submitted an
application for devel opnent permt for a crude oi
termnal in the Port of Los Angel es using LAXT
properties. The application has been nodified to
i nclude cl ean fuels and supplenmented twice in
response to questions by the Port.

The Port deened the application conplete
for purposes of initiating the environnmenta
assessnent on July 2, 2004. At that tine the
project was put on hold by the Port pending
eval uation by the Board of Referred Powers of the
City of Los Angeles. As of this date, the Port
Staff is still unable or unwilling to have even a
rudi mentary commerci al di scussion with LAXT that

woul d all ow the proposed project to proceed.
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The environmental evaluation is on hold.
In 15 nonths since the fornmal application by LAXT,
the Port, in spite of its clear |egal mandate to
promote commerce for the benefit of the citizens
of California, has stonewal |l ed LAXT s petrol eum
i nfrastructure devel opnents.

Any assistance that this Board or the
Ener gy Conmi ssion can provide to get the Port of
Los Angel es, and other regul atory agencies, as |
sit here this norning | hear concerns from both
sides. | think consolidation is a good idea
because this piecenealing where we're stymed by a
si ngl e agency is not good.

And | would agree with O |tanking's
comments, if we can't get it built the noney wll
go el sewhere.

Thank you very rmuch for the opportunity
to address you.

PRESI DI NG MEMBER GEESMAN: Thank you.

COW SSI ONER BOYD:  Thank you.

PRESI DI NG MEMBER GEESMAN:  Next one is
Ski p Bal dwi n.

MR, BALDWN:. Good norning and thank you
for the opportunity to speak before you. | am

Ski p Bal dwi n, cof ounder of the Wlilnington Citizens
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Committee. | am a founding nenber of the PACP
Port Advisory Committee to the Port. Right,
Dennis? And a few nore titles. One of those
titles happens to be foundi ng menber of the
W | mi ngt on Nei ghbor hood Counci |

And |'ve seen some interesting comments
here this nmorning. And | just want to touch on
two other things before | get along to them

We' re encouraged because we hear that
the AMQD (sic) is cutting back on em ssion credits
for crushed cars. W think that when cars are
crushed, credits are issued, then they're crushed
sonmepl ace el se and they come down here, and
they're used for projects that give us em ssions
and pol lutions.

| don't know all the details, but I
think that the recent Kinder-NMrgan project here
on putting those tanks up in southeast Carson
m ght be an exanple. Apparently the best
technol ogy available is used to permt those tanks
to be in there, and yet they still had to gather
those emission credits. And that tells ne that
those tanks are still emtting or they wouldn't
need those credits. That's one issue.

The other issue, nmy understanding is
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that the reason that there wants to be a change by
the California Energy Comm ssion in the permt
processing is that the Port presents a bottleneck
And with all its permtting and stuff that they
need to do here, it presents a bottleneck. And
therefore they want to elimnate as nmany
permtting processes as they can here, and sinply
streamine it. And then if there's any objections
to it, you have to go to Sacranento to take care
of the matter. And it's only appealable to the
court there. That's just ny understanding of it.

Now | should go on to sone other
projects. You heard comments about the
nei ghbor hood councils fromM. Wight. And
represent 100-and-sone-odd peopl e on our
nei ghbor hood council here. And | specifically did
not canpai gn and ny statenent was if the people
want me to work for them | will be on the
nei ghbor hood council. They had to stop their work
and conme out and vote on nme cityw de, W/ m ngton
City-wide to get on that nei ghborhood council

Just had a nmeeting last night, and by
the way while I'mon this subject, you people
here, you're stakeholders in the WI m ngton

Nei ghbor hood Council, you're stakehol ders. And
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the reason you are is because when we set this up
we nmade it as inclusive as possible. |[If you
transact business, as you do right here right now,
you have a voice, you' re a stakehol der

The W m ngt on Nei ghbor hood Council has
approximately 23 menbers. It has residents, it
has business, industry. W try to -- has the
Port, which has a direct appointnent to it. W
have included everybody, | think, that wal k the
streets of Winmngton is init.

As an exanple, we don't have neetings
with two or three people in them W have, as |
say, 23 seats approximately. Last night we had a
full house. We tal ked over issues such as Port
i ssues. We tal ked over a | arge new nedica
facility to be built in WImngton. W had four
Port issues which included air quality issues.
And I'mgoing to -- going to this neeting, |I'm
going down to go to another Port neeting this
afternoon, which is going to review the past EIRs
and things that have been done on these projects.

So | have a tiny bit of know edge about
this. And | think those are ny main concerns.

We did have a gentleman here from LAX

They have previously appeared before the
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W | m ngton Citizens Commttee. And | think that
they're just, thenselves, are mred in so many
problenms that it doesn't really cone into
consi deration here. That's due to thenselves and
their own | awsuits.

Do you have any questions for ne,
pl ease?

PRESI DI NG MEMBER GEESMAN:  No, but |
woul d clarify your m s-inpression about the way
the Energy Commi ssion conducts its power plant
siting cases. W're required by |aw to have staff
wor kshops and Commi ssion or Cormittee --

Commi ssioner Conmittee hearings in the |loca
community where a power plant is apply for, and a
Conmi ssi oner nust be present at all public

heari ngs where evidence is taken. So those aren't
deci sions or hearings that are isolated to

Sacr ament o.

MR, BALDWN. We won't be shorted any
heari ngs under the -- if any new rules are
est abl i shed?

PRESI DI NG MEMBER GEESMAN: Not if our
power plant exanple is used. The Conm ssioners
are all gubernatorial appointees, and when the | aw

was established in 1974 it was felt that the
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deci si ons about power plants were sufficiently
i mportant froma societal standpoint that
gubernat ori al appoi ntees ought to be forced to sit
there in public hearings in the locally affected
comunities and make their decisions there.

MR. BALDWN. | was responding
particularly to the inportation of oil and to that
nature. Not the power plants.

PRESI DI NG MEMBER GEESMAN:  Yeah, and we
don't have jurisdiction over the inportation of
oil.

MR. BALDW N. Thank you so much.

PRESI DI NG MEMBER GEESMAN:  Thank you for
your conments.

My next one is Greg Shipley.

MR, SHIPLEY: |'m Greg Shipley; I'm
Presi dent of Waste to Energy, which is an ethano
producer. And I'm also representing the Bio
Energy Producers Association. |'mthe Board of
Directors there; the president is ex-Senator David
Roberti .

Maybe we're a little out of place here,
but we do consider ourselves to be part of the
transportation fuel infrastructure. Qur purpose

in being here today is to also tal k about
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permtting.

Since we are a new technol ogy, there are
infrastructure problens with the California
regul ati ons, one board's regul ati on as opposed to
anot her board's regul ation.

The board that |'mtal king about is the
I nt egrated Waste Managenent Board. W do gather
our feedstock fromthe waste stream For
i nstance, with ny technol ogy we're capabl e of
pulling up to 3 billion gallons of ethanol out of
the waste that's deposited in landfills right
NOW. That's not including any of the
agricultural stuff or any of that sort of thing.

So we can represent a large portion of
the ethanol that's required in California right
now. There's a transfer station down the street,
BFI. That's capable of putting out 15 mllion
gal lons per year. It goes in and it goes out.

We're an extrenmely environnmentally
friendly industry. But the problemis we cannot
co-locate where our feedstock is. And | would
like to suggest to the California Energy
Commi ssion that we would | ove to have you take
over to a one-stop shop on the pernmitting issues.

That sounds like a terrific idea to us.
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But we do have sone problenms in that
permtting area. W do not have any problens
getting pernmits for the air quality. That's not a
probl em for us. The problemis |locating next to
our feedstocks. And you have these feedstocks
everywhere where there are terninals in
Cal i fornia.

So we can offer just-in-time delivery on
et hanol products and we al so, as a secondary
product, we al so produce electricity. W're
capabl e of running our own plants and exporting
electricity al so.

So that said, | would just like to
encourage you to interface with the Integrated
Wast e Managenent Board and possibly help
coordinate, if we can contact you. M. Roberti is
introducing a bill into the Legislature this year
and we'd |like to have sone contact with the
Conmi ssi on.

PRESI DI NG MEMBER GEESMAN: Good. W'l
take a very careful look at it. M recollection
is M. Roberti is a forner nmenmber of the
I ntegrated WAste Managenent Board.

MR. SHI PLEY: That's correct. As a

matter of fact, he was one of the origina
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sponsors or authors of AB-939, which actually
restricts us now fromparticipating. And he said
if they ever knew that there was technol ogy I|ike
this com ng down the road, they never would have
put in those restrictions. So he's trying to nake
amends right now.

PRESI DI NG MEMBER CGEESMAN: Wl |, |
suspect his statement will be considered pretty
credi ble, given the source.

MR. SHI PLEY: Thank you very mnuch; |
appreciate it.

COW SSI ONER BOYD:  We'll be in touch

PRESI DI NG MEMBER GEESMAN:  Thank you.
John Schaefer.

MR, SCHAEFER: Good norning. M name's
John Schaefer and |I'ma resident of San Pedro, and
I hold a lot of titles, myself. A lot of -- but
["mprimarily here on ny own behal f.

I wasn't going to speak at this thing,
but as sone of the testinmony | just wanted to back
some of that stuff up -- back what was said up

As an active comrunity nenber, one of
the problenms | perceive ny job is, as a
representative for pile-drivers, bridge, dock and

wharf buil ders, and buil ding and construction
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particularly in the Port area, and particularly
infrastructure, freeways and so forth.

One of the problenms is that there are so
many di fferent commi ttees, review boards, you name
it, that it al nost beconmes a shell gane. You
know, you can go to a neeting every day of the
week if you are concerned about what's goi ng on
with the Port of L.A right now.

And the one neeting that you miss is
going to inevitably be the one in which the
decision is made. And it's true, some |ean one
way, sone |ean the other way, and the newspapers
who want to find the greatest controversy will
i nevitably report on the ones on either the left
or the right or the up or the down, whichever way
you want to do it.

So | think the focus of your discussion
today about trying to create one forumis
i mportant. \Whether that one forumis locally
based, you know, or sonmething, there has to be
some kind of consolidation.

And that would allow the people the
opportunity, working people, you nane it, people
who have other things other than being politica

junkies, so to speak, to come to a forum and
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express their views.

| think this is very very inportant. M
not her passed away from asthma, you know, and
understand the air quality is very very inportant.
And | think we need to always try to build things
as safe as possible.

But in building those activities, at the
same time we can't get away with just not doing
anything about it. The infrastructure of the
petrol eumindustry, the infrastructure of the
State of California is just inevitably going to
get older. And sonething needs to be repaired,
sometines things need to be replaced.

And unfortunately from what ny
vi ewpoi nt, what we've done is we've stopped
everything and felt |ike we've acconplished
something. And |I'mvery very nervous about the
future where we're at.

Thank you for your tinme, appreciate it.

PRESI DI NG MEMBER GEESMAN: | thank you
for your comments.

Okay, we're going to turn then to the
next portion of our agenda and hear from
Conmunities for a Better Environment. | think, as

| understand it, you have a Power Point --
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MR. EI CHWALD: No. W don't have a
Power Poi nt today. Good morning. M nane is
Augustine Eichwald, that's A-g-u-s-t-i-n E-i-c-h-
w-a-1-d. I'mwth Communities for a Better
Environment. | work in the WImngton area. And
I'"'mgoing to read some of our organization's
concerns.

The California Energy Comm ssion, CEC,
proposes a one-stop licensing permtting process
for petroleuminfrastructure, including
refineries, inport and storage facilities, and
pi pelines. The CEC clainms that if there are fewer
obstacles to expanding then there will be nore
expansi ons of oil refineries and rel ated
i nfrastructure.

To expand the petroleuminfrastructure,
in quotes, the CEC recommends changing to a one-
stop, in quotes, permtting systemlike the one
currently used for power plants.

For power plants the CEC is the agency
responsi bl e for review ng, assessing and granting
licenses. The CEC argues that using this sane
procedure for petrol eum manufacturing and storage
will streamine the permit process and lead to

i ncreased production and storage.
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In the same way that the CEC regul ates
power plants, the CEC proposes to becone the sole
| ead agency of all petroleum projects. 1In
contrast, the current system provides that many
agencies with different areas of expertise
participate in reviewing and permtting processes.

Many permits are generally required from
t hese agencies. The CEC proposes only one over-
riding permit. And the CEC will issue the single
permt.

Finally, CEC decisions will be
appeal able only to the Suprene Court of
California. That would nake | egal challenges to
the decisions nore difficult and expensive that if
they were reviewable by local courts, deterring
i ndi vi dual s and organi zati ons from bri nging
| awsui ts.

The environmental health and justice
community's perspective. Petroleumrefining and
storage requires handling of hazardous naterials.
Thus there is a significant danger to the
envi ronnent and the public fromspills and
accidents. Therefore, review ng and assessi ng
licenses should be strictly regul at ed.

The public should be invited to
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partici pate unl ess dangerous alternatives should
be anal yzed. Currently the California
Environnental Quality Act, CEQA, assures that any
project with environmental consequences will
provide full disclosure to the public.

CEQA requires that a project that has
any potentially significant inpacts, and that's in
guotes, on the environnent nust conduct an
environnental inpact report, EIR. The EIRis
i ntended to disclose the environmental
consequences of the project. It requires that
alternative nmeasures be anal yzed that would
prevent or mninmze the risks.

Public participation. Another benefit
under CEQA is that it provides for an extensive
public review process. |If an EIR is prepared,

i ndi viduals who submit witten comments within the
public comrent period will receive a response.
Sone | ead agencies, such as the South Coast Air
Qual ity Managenment District, regularly hold public
neetings in the area where a project is located to
hear directly fromthe affected comrunities.

If the CEC is the only agency
responsi bl e and the, quote-unquote, streamlines

the permitting process, it will make it nore
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difficult for nenbers of the public to have
meani ngful participation in the process.

For exanple, if the only responsible
agency is in Sacranento and a project is in
southern California, it is doubtful that the CEC,
whose nain interest is in sinplifying the process
for conpanies, will represent the community's
interest. The current system allows |oca
deci si onmaki ng regarding oil refinery expansion
proj ects.

A diversity of agencies and | ocal
i nvol venent provi des nore nmeani ngful review  For
any project that may have significant effects on
the environnent, CEQA requires that a | ead agency
be selected. The lead agency is a public agency
that has a principal responsibility for carrying
out or approving the project. The |ead agency
researches the project and prepares an
envi ronnental inpact report if necessary.

CEQA al so desi gnates responsible
agenci es which are public agencies other than the
| ead agency that have discretionary authority over
the project. The project usually needs permts
fromresponsi bl e agencies. Wen you are expandi ng

a project generally it's many permits from| ocal
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state and federal authorities.

These may include the city the project
is located in, such as Carson in the case of the
Ki nder - Morgan. The Regional Water Quality Boards
and the Departnment of Toxic Substances Control and
ot hers.

These may be desi gnat ed responsi bl e
agencies and will be expected to coment on the
project analysis that is prepared by the |ead
agency.

Each agency has its own expertise and
stake in the project. The Air District, for
exanpl e, is know edgeabl e about the | ocal air
quality and about what other |ocal projects may
contribute cunulatively to the project in the
area. A city has its own nunicipal code and
general plan for zoning, nuisance and future
devel opnent.

It is easy to see that this expertise
will be lost if the only reviewing entity is the
CEC in Sacranmento and there is only one necessary
permit. It is alnpst certain to overl ook the
probl ens and dangers that woul d have been
illumnated in the current system

Furt hernore, we are concerned that in
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the previous rounds of tal ks that happened
regarding this one-stop perntting or
consolidating the permt by the CEC, that the CEC
i gnored the AQVD the first time around.

In aletter to the CEC, AQVD Executive
Director Barry Wallerstein, questioned why the CEC
had not inforned the AQWD of its plans for one-
stop permtting, and also failed to invite the
agency to community neetings at that tine. |
believe it was a few nonths ago, or a year or so
ago.

The AQVD has authority for |ocal and
regional air permts and nonitoring enforcenment of
permts in the South Coast, and has extensive
experience at permtting petroleumrefineries and
term nal s.

We're concerned that CEC s attenpt to
exclude the AQVWD from the decisi onmaki ng process
back then shows that there may be a conflict with
the communities' interests. So we're concerned
about that.

Furthernmore, we feel that nuch as Tim
Grabiel nmentioned earlier, fromthe NRDC, that if
the CEC were to take over this process and

consolidate it to fol ks who are appointed by the
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Governor, in Sacramento, it would be anti-
denocratic, sinply for the fact that currently the
AQWD has a clear majority of nine el ected
officials. These are people who are elected in
the local air basin. These are people who are
accountable to voters. These are people who |ive,
deci si onmakers who live in the areas that are
going to be affected by these permts.

So, to have the decisions be made by
peopl e who are appointed by the Governor, we're
not guaranteed that someone's accountable in an
el ection; we're not guaranteed that soneone's
going to be living in the area that they nake the
decision. So that's anti-denocratic in ny
opi ni on.

Furthermore, |ike | mentioned before,
the AQVD has experience. W' ve worked with the
AQVD on many many permits. They're here; they're
local; we just take a drive up to Di anond Bar
although it's far, it's not as far as Sacranento.
We can talk to the staff in Dianond Bar and get
expert know edge fromthe staff there, around the
permts, around what the process is, and we can
talk to staff one-on-one there.

I'"mnot sure that would be possible for
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us just to get up and drive to Sacranento and to
speak with staff regarding a permt.

We' ve worked with the AQVD on a nunber
of conplex issues regarding refineries. One of
the ways that we view CEQA, and one of the ways
that we've worked with the refinery and the Air
Di strict has been the nodification of hydrofluoric
acid. And that was not a lawsuit. And what ended
up happening is we worked with the Air District
and hydrofluoric acid is used in one of the
refineries here in Wlmngton. |[It's a very
conpl ex process that's an alkylation unit. And
they were the last refinery in California to use
t hat hydrofluoric acid nonnodified.

And for those of you who know
refineries, that is an extrenely deadly chem cal.
And if you can spill a gallon of that, it can
vaporize and it could cause harmto thousands of
people. WIlmngton is hone to 56,000 people, with
an elenmentary school, WI m ngton Park El enentary
School, less than a mle away fromthat refinery.

So it's a very conplex issue. W worked
with the AQVD Staff and the staff were
know edgeabl e about it. They had experience from

ten years back on this particular chenmical. And
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we were able to get sonething outside of the
courts. We got a good MOU fromthe refinery and
the District. And we all worked together, and the
refinery agreed, this is time to phase this out.

Furthernmore, 1'd like to nmention Carson
I'd like to nmention that when Kinder-Morgan
applied for an expansion of their tank farmthat
they had in Carson, which is very near to
W I mngton, Carson initially rejected the permt.
But that wasn't the end of the story.

The beauty of the process was that
Carson actually didn't reject it, but they
appeal ed the process, delaying it. And what ended
up happening is because of that the City appeal ed
it; Kinder-Mrgan, the City, Communities for a
Better Environnment and other environnental groups
were able to work out a good nei ghbor agreenent
with this Kinder-Mrgan tank farm

And we were able to say, hey, you guys
do your expansion, but, hey, do nmitigation and
give benefits to the community. And that was
somet hi ng that Kinder-Mrgan did. And they
actual ly decided on their own to, w thout a
| awsuit, to go ahead and agree to community

demands to reduce their pollution of their
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expansion, to give community benefits to replace
buses in Wl nmngton with CNG buses, and repl ace
di esel buses with CNG buses. And this is
sonething that we agreed to, and this is sonething
that's part of the current process that we would
lose if it was just a one-stop thing with the CEC.

So, you know, that's another l|ocal |and
use | ead agency, in that case happened to be the
City of Carson. W got the agreenent and it
wor ked. And, you know, you shouldn't -- just
because the City had a scandal a couple of years
ago doesn't nmean that these environnenta
agreenents cannot be worked out with the current
process.

If I"'mfamliar, the Governor was
i npeached and we have a Governor now who's an
actor who portrayed a barbarian who sl aughtered
people. So, |I nean if you want to bring up these
i ssues, | mean the City of Carson has its problens
but that doesn't nmean that these environmenta
deal s and these environnmental agreenents, good
nei ghbor agreenents, can't be worked out.

You know, we can't just give the green
light and sinplify everything for these

refineries. Pollution, currently a study by the
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ARB sai d that 64,000 people every year die
prematurely fromair pollution. And that's nore
than the whol e entire popul ati on of W1 nington.
So we need to start |ooking at alternatives
to fossil fuels.

Recent studies in "The Nation" magazi ne,
for exanple, cite that there could be as nini num
as a ten-year supply of oil left in the world at
the current usage. So, | mean, we need to start
| ooking for alternatives. W can't just totally
depend on one infrastructure.

Again, this is not -- currently the oi
i ndustry is no airline industry. Right now the
airlines, the national airlines are really in a
bind. The governnent's having to bail them out
they're giving them noney. But the oil industry,
on the other hand, is in no need of this -- | nean

they're not starving, put it that way.

We're looking at the oil industry with
record profits. |If this infrastructure that we
have now is really holding the Port oil industry

back, we should really | ook at the record oi
profits that -- I mean we're tal ki ng hundreds of
billions of dollars of profit that have surpassed

previous records. This is not an airline industry
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where the governnment's having to bail them out
This is a healthy industry that can stand sone
responsibility, that can afford sone
responsi bility.

So, they need to be responsible. And
I"'mgoing to turn it over, ny coments, to Jesus
Torres; he's on staff with Cormunities for a
Better Environment. Then after we can answer some
guestions if you have any.

MR, TORRES: Hi; ny name is Jesus
Torres. |'man organizer with the Communities for
a Better Environnent. |'malso a community nenber
here in the City of Wilmngton. | grewup in this
community. | went to school in the local colleges
and |l ocal schools. And so | grew up with all the
problenms. | grew up with the pollution; | grew up
with the comon expl osion that we're having, you
know, every other year. That was real common to
me. Not knowi ng of the circunstances, | ook at the
snmoke, bl uish, coming off fromthese expl osions.

So we're very concerned about the new
i ssues happening here in the City of WInington
with regards to the Port, with regards to the
curmul ative inmpacts of all these different sources

of pollution that are in our neighborhood.
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The AQWD i s an agency that although
they're not perfect, they are working with us.
They are providi ng workshops and training for us.
I"msure that if the CEC s the agency that's going
to take over that, that we will |ose a |ot of
that, we will lose a |lot of that opportunity that
the community nenbers have to take part.

In the snoke training, we attended a
snoke training in Dianond Bar where conmunity
menbers got the opportunity to first-hand see, you
know, different types of snmoke and the opacity and
be able to distinguish, you know, what's good for
them and what's bad for them

We're al so partaking in the, you know,
wor ki ng group neetings with regards to rule 1118
of the flaring rules which, you know, conmunity
menbers from W I m ngton, for |ong periods of tine
have been concerned about the flaring here in
Wl m ngton. And so now we're able to take part in

a lot of those neetings and those hearings. And

feel that, you know, part of that will be lost if
the communities will be no |onger the | ead agency
in that.

So that's a big concern that we have

here in WI m ngton, where -- although Di anond Bar
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is not really close. | nmean we have to drive
quite a ways. It's nuch closer than Sacranento,
you know. At |east we have sonebody close by we
can hold accountable to a I ot of the things that
are happeni ng out here.

And so that's pretty nuch it for ny
comments. |'d be nore than happy to answer any of
your conments.

PRESI DI NG MEMBER GEESMAN: Have either
one of you been involved in the power plant siting
process? O are you fanmliar with the vital role
that the AQVWD plays in the power plant siting
process?

MR ElI CHWALD: Yes. CBE was actually
i nvolved in the power plant process when it cane
to a power plant that was sited in Southgate.
believe it was the Sunlaw Corporation was trying
to open a power plant in Southgate. And we
actively opposed that because of the environnmental
justice concerns. The overwhel mi ng nunber of
peopl e of color in the area, the vul nerable | ow
i ncome community.

And we actually found that the CEC
process with regard to that power plant was very

cunmbersone; it was a very hard process to foll ow
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And we also researched a little bit of the history
of the CEC and we found that very little, if any,
times that the CEC actually would reject a permt
to a power plant, or reject giving a permt to a
power plant. So we were concerned about that at
the tine.

The AQWD did --

PRESI DI NG MEMBER GEESMAN:  You bl ocked
that project, though. You were successful in --

MR. ElI CHWALD: We were successful --

PRESI DI NG MEMBER GEESMAN: -- meking the
proj ect go away.

MR. EI CHWALD: -- in blocking the
project through a ballot neasure at the actua
City, itself. But we were very concerned that if
we did not get the ballot nmeasure that the CEC
woul d approve the project, given their record. So
we were concerned about that.

We' re concerned about the record of the
CEC with regard to power plants from our previous
experience with the Southgate. And from what our
understanding is of the history that there's not
too many power plants that are -- permits that are
rej ect ed.

PRESI DI NG MEMBER GEESMAN: | was
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specifically interested, though, if you were
famliar with the role that the AQW plays in that
power plant siting process?

MR. EI CHMALD: W are aware that, yes,
the AQVWD does play a role. They do submt
comments, and they do, | believe, have their
coments subnmitted to the CEC and their
recommendati ons | ooked at by the CEC.

PRESI DI NG MEMBER GEESMAN: They do a | ot
nore than that. | nean, they develop a
determination of conpliance with all of the air
quality requirenments. There's significantly nore
than just submitting coments.

MR EI CHWALD: Right, right. So, yes,
the AQWD would do that. And that's why we're
confortabl e having them as the | ead agency because
they do have that experience and they have worked
with you guys in terns of the power plants.

PRESI DI NG MEMBER GEESMAN: And are you
famliar with any power plant siting case where
the AQVD has been overrul ed by the CEC?

MR. EICHWALD: |I'mnot famliar offhand.
I mean | can maybe research that and get back to
you guys.

PRESI DI NG MEMBER GEESMAN:  Woul d you
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believe ne if | said never?

MR, EI CHWALD: That that never happened,
that you guys never --

PRESI DI NG MEMBER GEESMAN:  Never
overruled the AQVWD in a power plant siting case.

MR. ElI CHWALD: Well, then that woul d
show that the AQW is a very know edgeabl e
district, and that they deserve to be the |ead
agency.

So, | nean | -- not to say that the AQWD
is perfect. | know that we have had a nunber of
ti mes when the AQVD and ourselves are on the
opposite side of issues. And, you know, we've
criticized themand, you know, in the past and
we' || probably continue to criticize them But,
you know, we feel that for our conmunities they're
the best answer in terns of the | ead agency right
now, because they're in the local air basin

PRESI DI NG MEMBER GEESMAN: Thanks very
much.

MR. EI CHWALD: Thank you.

PRESI DI NG MEMBER GEESMAN:  Okay, our
| ast presentation today comes from Western States
Pet rol eum Associ ati on.

MR. SPARANO  Good norni ng,
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Conmi ssi oners, Advisors, nenbers of the public and
the community. First of all, | want to thank the
menbers of the Energy Comm ssion for being here,
for conducting a public neeting to try and address
a very serious and inportant issue; and the
menbers of the conmunity for sharing their
concerns, their interests, their suggestions.

I think the only way this process will
work is if all that happens and continues to
happen.

Western States Petrol eum Associ ation,
and by the way, ny nanme is Joe Sparano, -- the
Western States Petrol eum Association is a group
that represents and advocates for 26 petrol eum
conpani es that explore for, produce, refine,
transport and nmarket petrol eum and petrol eum
products throughout six western states, including
California. OQur members al so produce a
signi ficant anmount of natural gas.

Next slide, please, Gordon. The slide
asks what are we here for. And I'mnot going to
tal k about each bullet on each slide, because
don't want to put you all asleep. But | would
like to point out a few highlights and make a few

comments that are not included on the slides.
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The main role here for me is to share
the petroleumindustry's perspective. W've heard
a nunmber of comrents about the industry from
menbers of it and fromthe comunity outside of
it. And we have sone perspectives we'd like to
share on this inportant issue.

We're here to | ook at the
infrastructure. And one of the reasons
infrastructure is an issue is because it is
limted. There are constraints on inporting,
refining, storage and all of those constraints
essentially leave us in a position where the
demand for the products that all of us use every
day is far exceeding the supply and our ability to
both produce it and bring it in.

Infrastructure is a critical piece of
that. We'd Iike to deternine how we can inprove
the permt process. And increasing the state's
supply of clean transportation fuels is what this
is all about in terns of the supply side issues
related to infrastructure. That is not meant to
mean that we are not interested in the emn ssion
control and cleanliness and comrunity invol venment
side. Quite the contrary. | want to nake sure

that's said, and hopefully understood right at the
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out set.

We do think, though, that the system has
some flaws. We believe that there are issues that
need to be addressed.

Sonme things we're not here for. W want
to make this really clear, and | think there has,
because this is such a conplicated and i nportant
subject to people, | want to elimnate confusion
about our role.

We're not here to usurp the authority of
| ocal governnent or regulatory agencies. W would
like to work cooperatively. It is in our
i nterest, as conpanies that invest money in this
state, to have the ability to do so; not an issue
of not wanting to spend nore, rather an issue of
having a streamined nethod to get sone certainty
into the process.

One of the prior speakers used the term
we fear the unknown. | thought that was a very
i mportant comment. Any investor does. And so
here we have a process that is lengthy by its very
nature. And our hope is to contribute to ways to
stream ine it.

We're not here to weaken CEQA. That is

worth repeating. Qur objective is not to weaken
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CEQA, or to weaken any local |ead agency's role.
That's not the process; that's not what we're
interested in. But we do want to hel p design
program and pernitting inprovenents.

And lastly, we are definitely not here
to create backsliding on environmental protection
Qur industry has contributed over the year with
bot h human and financial resources to help clean
up this air basin. W may di sagree on how much
has been done and whether it has been enough, and
how rmuch nore needs to be done. It is factual
t hough, that the industry has contributed a great
deal, both fromthe hearts of its people as wel
as the pockets.

We want a bal anced energy policy.
think if | can share a word with the audience that
| think is the nost inportant one from ny
perspective, it's balance. |If we have only
i nvestment without any input fromthe conmunity or
control or em ssions standards, we will have an
unpl easant environment. We don't have that; we
have made vast inprovenents there

If we have strictures and controls in
the systemthat are such that no one can ever

build a project, then we have a difficulty because
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we quickly run out of supply. The state has 36
mllion people; we drive 23 mllion cars. This
Energy Conmi ssion that sits before you has
estimated, | think, 50 mllion people by 2020. |If
| do the ratio right, that's sonmething |ike 33
mllion cars. Denmand is outstripping supply by
two or three to one, demand growth. So it's a
really inmportant issue and bal ance here is
cruci al .

We not interested in reducing demand,
but rather expanding supply. W already neke the
cl eanest fuels on the planet and each year
t hrough federal and state regul ations, those fuels
get cleaner and cleaner. Again, | don't want a
di spute with those of you who feel it's not yet
cl ean enough, but rather we're making every effort
to continue on that path toward cl eaner and
cl eaner fuels.

We --

PRESI DI NG MEMBER GEESMAN: Joe, let e
junmp in and say | think the popul ati on nunber t hat
we' re now going on is Department of Finance
projection of 48 mllion in 2030.

MR, SPARANO Okay, and | appreciate the

correction.
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PRESI DI NG MEMBER GEESMAN: | think your
point's the sanme, but --

MR. SPARANO The point is the same. W
do want to bring more supplies to market. And
t hose supplies are not just petroleum We have
focused a great deal today on petrol eum the
liquid crude oil and gasoline and di esel products
that we're all so famliar with. But the
infrastructure of the state is an energy
infrastructure, and there's an issue with natura
gas and natural gas pipelines. There's an issue
with LNG and whether or not it's appropriate and
prudent and cost effective to bring it into
augnment natural gas, which is the fuel targeted
for power plants.

If we want electricity, a way to get
there is nmore natural gas. Currently producers in
California produce 16 percent of all the gas used.
We're at the end of a pipeline, figuratively,
because there are nore than one, but we're at the
end of a pipeline to get natural gas in here. And
we, as a state, froma public policy standpoint
have said that's our fuel of the future. W will
create energy from natural gas.

So, it goes beyond petroleum And, in
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addition, our nenbers are very well attuned to the
val ue of alternative fuels. They're making
significant investnents in hydrogen fuel cells, in
gas to liquids, some of the biotechnol ogy.

There's a great deal of activity going on by
conpani es who realize that, while | disagree with
the prior speaker's tineline on the end of oil, |
think it's much nuch further out than that, but
the answer is fair and one we'd agree on, it's not
a renewabl e fuel

And so, as a society, we need to | ook
forward to those times and we' re supportive of
devel opnent of renewable fuels as long as it's not
mandat ed and not subsi di zed.

COW SSI ONER BOYD: Joe, before you
| eave that, sorry about the m crophone -- before
you | eave that slide, your second bullet point is
you don't support efforts to reduce demand. And
while | recognize we've not seen eye to eye on --

(Technical difficulties.)

MR, SPARANO |If you were trying to fry
what little brain | have left, you' ve succeeded.

(Laughter.)

COW SSIONER BOYD: I'Il try to speak

| oudly; the court reporter will get her microphone
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here.

| know you don't support our efforts to
actual ly reduce our dependence on petrol eum by
reduci ng the anmount of petrol eum we use, but |
just want to catch you here on -- I'mof the
i mpression that when we tal k about inproving
vehicle efficiency with things |ike fuel econony
and CAFE, that you don't oppose that, as well

MR. SPARANO We have not opposed that
as an industry.

COW SSI ONER BOYD:  Because that has an
effect on, in effect, reducing demand, but --

MR. SPARANO. Conmi ssioner, --

COW SSI ONER BOYD:  -- you have not
changed your position there --

MR, SPARANO -- we have no changed the
position. And we both know that that is one of
the ways to get at reduction in denmand.

We al so, | think, both know that as the
CAFE standards have i nproved, niles driven have

gone up because the cost per mle driven has gone

way down. So, I'mnot sure it's a direct route;
al t hough nmy answer to the question is still the
same, we do not oppose that. |Is that -- are we

okay on that?
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COW SSI ONER BOYD: Thank you.

MR. SPARANO. \What does it mean if we
have a petroleuminfrastructure enmergency. Take
you back to nmy earlier comrents. Supply is a rea
i nportant issue. My statenent there is one that
all of you are aware of, Californians pay higher
price than the national average for gasoline and
di esel .

There are reasons; they're identifiable.
In sone cases they're quantifiable. Qur taxes are
hi gher. W have such terrifically clean fue
specifications that there are not a | ot of people
around the world and in this country who have
i nvested noney in their refineries to be able to
make the fuels that we have demanded as a society.

It's a public policy choice. | think,
personally, it's a great one. But there are
consequences to any public policy choice, and one
of themis that we are at a disadvantage trying to
bring in supplies readily if there is a disruption
in the supply system W don't have adequate
capacity to neet demand. And I'Il get to that, |
think, in two slides. But it's a pretty inportant
poi nt, that there needs to be better bal ance

there, as well.
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We tal ked about increases in demand. |
think the Energy Comm ssion and, Conmi ssioners,
correct me again if I'"'moff alittle here, | think
t he Conmi ssion has turned back its estinates, but
still estimates anywhere from1.6 to 2.5 percent
per year growmh in demand for gasoline. That's a
pretty significant growth, and we probably beat
that in '03. I'mnot sure what the '04 figures
are yet final. But Californians drive a lot. And
that demand is going to continue regardl ess of
what the public policy is on trying to force
reductions in demand because we don't yet have
anot her system including nass transit, to replace
it.

So those are factors that contribute to
our petrol eum demand and supply, and
i nfrastructure happens to be a key. |If we have
infrastructure constraints we will not be able to
bring in the supplies, the inports that currently
augnent our production.

Ri ght now California produces about 45
or 46 million gallons a day of gasoline.
California uses about 45 or 46 mllion gallons a
day. W also are the suppliers to Arizona, 70

percent of theirs; 100 percent of Nevada's; and 33
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percent of Oregon's gasoline. That has to cone
fromsomewhere. W're a net inporter. W don't
just import and balance. | think now we're
actually a slight net inmporter of gasoline into
the state. And arguably I'Il just say we're in
bal ance, but there's a terrific inportance
attached to making sure that we have an
infrastructure of ports and |lines and termnals
and refineries and distribution systenms that wll
accommodate the growh in demand that is expected
and, in fact, forecasted here.

And | think there's been a clear
recognition by a nunber of pretty reputable folks
that there needs to be pernmit streanining and
energy infrastructure upgrades. And they do go
hand in hand. And by those folks, | nean the
Energy Commi ssion's own | EPR, the Integrated
Energy Policy Report, and the report of your
consultant on this issue. As well as the
Governor's California Performnce Review,
resolution 14, clearly speaks to the issue of
stream ining the pernmt system not for the
pur pose of backsliding, not for the purpose of
taking control out of local communities. For the

purpose of bringing nmore supply in nore readily
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and nore cost effectively.

Where's our industry at? W talked a
little bit about this, so I'll go quickly through
here, but we have had a tremendous reduction in
the nunber of refineries in this country. And
"Il address that with the next slide.

We don't have a pipeline that runs into
California fromsomewhere else. W can't bring in
gasoline. So our own infrastructure is critical

We have a vast ocean between places that
produce gasoline and diesel and jet fuel and where
we sit. That's a problem And our product specs,
fortunately, are cleaner.

But the petroleuminfrastructure
i nadequacy extends beyond just petrol eum
refineries which we have focused in many places on
t oday.

Here's the chart, which | wi sh wasn't a
build chart. | apologize for that, |I didn't
realize it would cone up this way, but please bear
with the -- aninmation action.

The chart can be described real sinply.
If you look in the upper left-hand corner you'l
see that gasoline production, and therefore supply

and refinery capacity in California was close to
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21 billion gallons a year in 1980 when there were
34 refineries.

If you look oat the right side of the
chart, there are 13 refineries left in 2005. The
anmount of demand for product has been increasing
at a yearly rate of 1 to 3 percent or nore. The
anount of supply, and the green line shows the
supply of reformulated fuel only, not al
gasol i ne, you can see that there is a gap. The
demand in 2005 is about equal to the production,
16, 17 billion gallons a year. The demand in 1991
when we had 21 or -- excuse me, we had about 19
billion gallons of capacity we only had demand for
13.5 billion gallons. So that whole structure has
swi tched, again pointing toward the need to insure
that our entire infrastructure is capabl e of
handl i ng the changes we're going to have to
undert ake.

Why shoul d anybody care? Well
California uses a lot of petroleum California
uses a |lot of other energy products. And | won't
bore you; you can read them on the screen. W
have a | ot of choices, market |ocations where you
can acquire your gasoline. There's a vast network

of pipelines for both natural gas and petrol eum
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and crude products.

We have term nals, many of them here
nearby this comunity in which we sit. The
government -- and |'m not pointing at any segnent
of government, just governnent in general, needs
to insure that there is adequate and affordabl e
transportation fuel and other energy supplies for
the state. That is what fuels our econony. It
doesn't just fuel this broad, perhaps nebul ous
state econony, it fuels local communities. [|f you
have manufacturing in your comunity, there are
jobs that accrue fromthat. There are benefits
that come from those jobs.

| believe sone of our memnbers have
community advi sory panels where there are
opportunities for the community to learn the
busi ness better and to share their experiences and
interests. All that is good. W really do care
about building those relationships. And it has
been years and years where those efforts have been
undertaken. And to be fair, nore work needs to be
done.

Some of the facts about our industry.
Agai n, you can read them We've put an awful | ot

of noney into making clean fuels, 5 billion in the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

154
early '90s, alnpbst another billion to react to the
state's ban on MIBE, which required us to be able
to bl end ethanol into gasoline, $800 million of
investment. New infrastructure for ethanol, since
you can't ship ethanol froma refinery bl ended
already in gasoline. It is blended separately at
termnals, at needed facilities.

There's been a benefit that's accrued
fromthat wonderful change in fuel quality, and
we' re reducing em ssions a billion pounds a year
since CARB-2 started in 1996. That takes 3.5
mllion cars a year off the road equival ent.

Cl ean diesel buses. | know there have
been observati ons about CNG buses, and they are,
in fact, clean. Diesel, by 2007, by law will burn
cl eaner than CNG. We've nmade a significant effort
on the fuel side of that, as have the engine
manuf acturers for diesel buses and other heavy
duty equi prent.

You can see there that refiners, in
fact, have reduced eni ssions consistently with
nunbers from our regul atory agenci es.

And finally, safety, which is an issue
of paranount inmportance, both inside the refinery

and outside in the community. The industry, by
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statistic, which may not conpletely match your
anecdotal evidence as you live in the community,
but by statistic it's probably the safest industry
in the state, certainly safer than enploynment in
ot her public/private industries and gover nment
agenci es.

PRESI DI NG MEMBER GEESMAN: Coul d you
supply us with any data that you have that better
illustrates that point?

MR. SPARANO  The | ast one?

PRESI DI NG MEMBER GEESMAN:  Yeah, | think
it would be --

MR. SPARANO  Yeah, the petrol eum
i ndustry, according to the Bureau of Labor
Statistics, has 1.2 injuries per hundred workers.
The oil industry averages 5.9. Governnment and
ot her public agencies is 6.2. And |'m happy to
supply you that actual data

PRESI DI NG MEMBER GEESMAN:  Those are
nati onal nunbers you're speaking of ?

MR. SPARANO  Those are nationa
nunbers, yeah. And it's very difficult to carve -
- no, excuse me, that was a California |abor
statistic. Those are California nunbers. And, in

fact, the Bay Area has sone even nore narrowy

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

156
drawn nunbers about perfornmance of their
operations. And they're simlar, they're simlar
in difference.

PRESI DI NG MEMBER GEESMAN: I f you woul d
send us something in witing --

MR. SPARANO  Absol utely.

PRESI DI NG MEMBER GEESMAN: -- to that
effect, it would be very hel pful

MR. SPARANO Now, all of this
background that |'ve been going through | eads up
to a point. The point is we feel that there needs
to be a change in existing permtting practices.
And the reasons are up there, and |'ve gone over
t hem

This is not against CEQA. CEQA is a
good law. The way in which it is sonetines
managed and i npl enented | eaves room for
i nprovenent in that, and you've heard it from
ot her people before | sat here, the permts are
conpl ex; the issues are conplex. There is
mul tiplicity anong agencies that are involved,
even when there is a | ead agency. There are
techni cal issues anobngst the analysts who work for
the | ead agencies and the cities and other venues

t hat have input.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

157

It is not a sinple process. And no one
permtting issue is the cause of the problens.

But there are problens.

Before we get to the problenms, sonme very
good things have happened. C ean gasoline, those
projects that refiners needed to install to neet
CARB gasoline and diesel requirenents in '96 and
'93 respectively. And again in subsequent years.
Those pernmits were granted. The reason that there
are 13 refineries today as opposed to 34 and 80
is, in part, to do with the frustration and
inability and lack of financial wherew thal of
some companies to work within that process to
build the facilities required. They went out of
busi ness because they couldn't neet all the needs.

Air Districts have accel erated permt
process and priority permt processing options.
They're good things. In the Bay Area we've had a
ot of interaction with the agency there
responsi bl e, and where our permtting has taken up
to nine nonths for a maintenance permt to clean
up the dock area where feedstock materials are
received, we're now getting a great deal of
cooperation to trimdown that tineline.

What do we think could be inproved? The
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timelines, fromexperience, are long. The data
requi renents, particularly when there are nultiple
agenci es involved, are often vol um nous and even
duplicative. The mtigation requests, and I'm
sure we can reach easy di sagreenment on whet her
they are inordinate or not, but fromthe
perspective which | said | would try to deliver to
you of the petroleumindustry, we feel like the
mtigation measures in nmany cases are not cost
effective, don't even match the state standard for
cost effectiveness.

And finally, the permt conditions that
are built in. Sone of themare really good, and
are needed, and are inplenented. W sinply
di sagree that the extent to which permt
conditions are applied is conpletely necessary.
That is a fair disagreenent anobng reasonable
people. But we think the current system has not
lent itself well to elinmnate that as a problem

Just a -- I'mjust going to describe
this and leave it alone. | tried to list for you
some of the facilities that conmprise parts of the
energy industry, what issues we have dealt with on
real permits, and because we are an industry very

carefully and tightly controlled froman antitrust
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standpoint, | don't know which particular plants
were identified. | can't know | don't want to
know.

But these are data collected from
i ndi vi dual project proponents. They've been de-

i dentified and aggregated, and we have tried to
summari ze where the issues have fallen and the
category where the permt, as Conm ssioner Geesnan
sai d several times before, land use. It's not
just CEQA; |land use is an issue for any project
proponent, and probably the | arger the project the
nore significant the | and use i ssue becones.

|"ve got two slides here that |
affectionately call ny laundry |ist of exanples.
These are just -- and this is mainly for the
Conmi ssioners to reflect on when you have tinme to
sit back with all the information that's been
shared with you today.

It's just a listing of so many things
that we have encountered as an industry that we
feel can be inproved, and that have caused rea
project delays. And, in fact, | have a whole
package that | would also be willing to share with
you, in addition to the safety data, that has de-

i dentified, but very specific, exanples of lots of
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those. And that's why | won't bel abor what's
there on this slide. And, Gordon, please, the
next one.

It's a systemwith flaws. | think the
good news is if we work together, don't renove
| ocal input and local responsibility fromeither
| ocal air agencies, or communities, we will have a
better chance. But the system as it stands, does
not lend itself to do the job that needs to be
done into the future in the context of making sure
we have the facilities available to have our
supply nmeet the denand.

This is again a list just of exanples,
the range of projects where we have encountered
enornmous difficulty in terns of nonths to years
waiting for permts to be granted. And they run,
| guess, from something that | ooks relatively
simplistic, brine treatnment, to an entire gasoline
reformul ati on refinery nodernization, which nany
of our nenbers went through in the early '90s and
again in the last couple of years.

We are making clean diesel. W have to
get permts if we want to put ultra | ow sul fur
di esel out on the market; that's absolutely

mandat ory.
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And one of the issues that cones up that
I just want to share with you for your
consi deration, not for argunment, when projects are
del ayed inordinately, particularly those that have
mtigation neasures attached to them where the
net em ssions go down. We will wait for better
air in those cases. That is a fact of life. |
don't like it. And | think we can inprove it.

And what I"mhere for is not to attribute blame to
anyone, but rather to say that there's a real wde
open playing field for us to fix this.

And here's what we think what m ght be
some potential solutions. Best pernmitting
practices, | think, are just absolutely necessary
where | ocal and state pernmitting agenci es have
consi stent policies and practices, but we don't
have overl ap and di sagreenment and nultiplicity of
requests when we coul d adhere to best permitting
practices and renove sone of those current problem
areas fromthe permt process.

We think that projects that increase
reliability and efficiency, and therefore chances
of getting supply to market shoul d be expedited.
I''mnot reconmmendi ng the expediting process. |I'm

not here to do that. But | think that's an area
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we need to focus on.

We need to focus any project that
reduces em ssions should be expedited, period.

We' re not about environnental backsliding. W do
feel the community has an inportant purpose. W
don't always agree. Again, reasonable individuals
have di sagreenents. But one of the fol ks

menti oned that there was a process that his group
undert ook with one of the project proponents and

i nvestors and they cane to a good sol ution

That's great. It shows it can happen.

I think nore dial ogue is necessary
across the spectrum of stakehol ders and gover nnent
and comunities. W need to renove the
bottl enecks. What we will face if we don't is a
soci ety that demands far nore transportation and
other energy than it is able to bring to market.
And | will tell you that means price volatility.
None of us likes it; we've all had a taste of it
in the last four or five years periodically. That
is not the way to success for the conpanies or for
the society. It's not.

And there are ways to reduce that. And
one of themis to inprove the infrastructure to

all ow supply to flow nore freely.
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A lot of details we need to work at. We
don't want to have a state |level duplicate the
| ocal level, but it's my inpression, and,
Conmi ssi oners, please correct nme if I'"'mwong, if
there was a state |evel agency, as | think you
have advocated, for pernmtting, then that agency
would, in effect, be the | ead agency. And in ny
view, would handle all of the other constituencies
in no different way. You' d be obligated to take
their input, toreviewit, to consider it, to nake
the best of it, and to create mtigation neasures
that reflected the input of the comunity. |Is
that a fair statement?

PRESI DI NG MEMBER GEESMAN:  Yeah, and if
you used the electricity power plant tenplate as
a nodel, we have a requirenent to determ ne
conpliance with |aws, ordinances, regulations and
st andards adopted by | ocal agencies and ot her
state and regi onal agenci es.

And nake a finding of that confornmance.
If, in fact, we cannot establish that those |aws,
ordi nances, regul ati ons and standards have been
conplied with, we do have a statutory authority to
override themif we nmake a finding of public

conveni ence and necessity.
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In 30 years | think the nunber of
i nstances where we have made an override of a
local jurisdictionis -- I'mnot certain if it's
three or four. And in tw of those instances, it
was at the request of the | ocal agency, said, you
know, our requirenment -- in these instances they
were zoning categories -- our zoning is out of
date; it would just be a lot easier if you
overrode rather than us going back and changi ng
our general plan.

So the instance of the Energy Conmi ssion
finding the public convenience and necessity
required the override of a | ocal standard has been
extrenely rare. The one instance that -- | can
actually think of two specific instances where
there was a conflict.

One was with respect to the Geysers
public power transm ssion |line that went through
| believe it was Sol ano County, and conflicted
with a local |and use requirenent. The other was
with regard to the Metcalf Power Plant in the City
of San Jose, which the City initially opposed. It
had plans to develop a canpus for the Cisco
Corporation, and Cisco did not like the idea of a

power plant being sited nearby. But ultimately,
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after the Conmm ssion had chosen to override that
requirenent, the City later changed its m nd and
decided that it would renpve its opposition

So the record, at |east using the power
pl ant siting process as a tenplate, is that the
Conmi ssion's statew de process has really been
used to apply and enforce locally devel oped
st andar ds.

Now, | think where we may part conpany
wi th your nenbers and where, frankly, | think your
menber shi p woul d consi der state regul ation
burdensome and intrusive, is we represent an
el ected governnment, the fifth |argest politica
jurisdiction in the world. Your nenbers, in many
i nstances, are the |argest corporations and nost
power ful corporations in the world.

I won't claimthat we are evenly nmatched
in leverage. |'mnot naive about that. But I
woul d submit to you that we have substantially
greater |everage, substantially nore
aggressi veness than the small | ocal agencies that
your menbers currently confront in the |icensing
process.

And so | woul d suspect that over tine,

as conmunity advocate groups such as we've heard
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fromtoday, becone a little bit nore focused on
this question of |everage and who best speaks for
t he i nmpacted nei ghborhoods and conmunities which
your industry affects, | would expect that they
will choose to go with those with the |arger

i nfluence, the nore denopnstrabl e aggressiveness,
the fewer officials convicted of crimnina
corruption.

And | would anticipate that will cause
some friction anong your nmenbers. | don't expect
your nenbership will prove as statesman |ike or
di pl omatic as you often do when you appear before
us.

MR, SPARANC: Well, that might suggest
that I'm putting on an act on behalf of the
menbers and nothing could be further fromthe
truth. | actually believe in what |'m speaking
and | think there has to be a balance. You spoke
of another edge; one edge is to keep things |oca
and only do things |Iocal. The other end of that
spectrumis to do it all on a statew de basis.

VWhat |'ve said here is to balance. And
"Il get into my view of what the CEC s role
shoul d be, which is our industry's view

And | don't know how to predict the
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future, Comm ssioner. | don't know how it's going
to turn out. What | do knowis that if we
continue to increase demand by 2 and 3 percent a
year, and production by 1.5 percent a year, and
there are 50 million people in this state by 2030,
then we have a problem a very big problemfor al
of us. We'll all share it.

The second page of potential solutions.
And for both of these pages | want to state for
the record that the nenbers are willing to stand
behi nd what we've said. [|f we've said we'l
participate in the survey, we'll do it. If we
said we will lend our resources with the conmmunity
to | ook at issues, we'll do it.

This is a very significant situation for
us, as a set of conpanies that are invested in,
but also | ooked to to provide energy every day
af fordabl y.

The issue is not the rules. | said that
before, but | think it's worth repeating. |It's
the way in which they' re applied. Your own
consultant, in 2003, put together what | think is
the best |1've seen on infrastructure and
permtting, the best report. And nmaybe you ought

to dust it off and share it with sone fol ks that
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haven't seen it already.

Again, the last two comments, bal ance,
bal ance, bal ance. Whether it's bal ance between
who gets to rule on which pernit, or bal ance
bet ween creating better and better environnmental
conditions and still having enough fuel to neet
our needs. |It's all bal ance.

We think there are opportunities in
those areas that are listed here. They are very
straightforward. | don't think there's anything
hi dden behind them Mnisterial permts, | think
they could be handled a | ot nore easily.

Shoul dn't take eight or nine nonths for something
that is sinply a replacenent in kind in a plant.

It shouldn't. That is burdensone to everybody and
in nobst cases, those replacenents use better and
better technology. And we end up defaulting to
having a |l ess clean situation than we'll have when
the piece of equipnent gets installed. That's not
generalized to everything, but | think it's
directionally correct.

| said | would share with you what we
think of the CEC s role. W have a view |It's
our input to you. | think you are the ones that

clearly nmust articulate the need and nust
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articulate it clearly for energy infrastructure to
bal ance environnental concerns and needs.

If I'mnot mstaken, you are charged
with insuring that the citizens of this state
every day, have an adequate and affordable supply
of energy. A primary role.

We think you ought to really enphasize
that there is nore than one piece to that. |It's
both supply and energy; it's environnental. And
think you've done a heck of a job bringing that
up, quite frankly, in the IEPR work that you've
done.

I think what you're doing here is an
i ndi cator of the second bullet, proactively
engaging in regulatory and policy debates. But |
think in this case, I've qualified it a bit, in
particul ar when there are supply/capacity issues
at work. It is, I think, inperative to have the
Energy Conmission's interaction in the process.

And that |eads to the third bullet,
which is a very specific suggestion. | think we
could do with a state-level facilitator. That
facilitator would be specific to energy, not just
petrol eum but energy infrastructure projects that

are all about neeting California's rising energy
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demand.

Best permitting practices would fit in
here and woul d be a function of that person's
responsibility to insure that they are devel oped
and adhered to. That person woul d probably not
have the right to force, but rather the ability to
encourage | ocal agencies to adopt an enbrace these
practices.

And finally, if, as there al nost al ways
are, if there are periods where there is
difficulty noving the project along, you end up
with two choices. It gets noved al ong and
conpleted, or it gets dropped. And every investor
has the opportunity to pursue either. I'msinply
suggesting a way to get us to the let-it-go-
through in a speedi er manner

Finally, we are strong advocates of the
stream ined permitting process. Not a backsliding
one, a streanm ined one. W want to be able to
fund economically attractive projects. W want to
do that nore efficiently and | ess uncertainly.

Again, | |ove the comment nade earlier
we really fear the unknown. And whether you're a
| arge corporation or a small business, if you want

to make an i nvestnment you want to be able to
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assure those fol ks who are sharehol ders in your
busi ness that there's a chance what you propose
will ever get inplenented.

We want to maxim ze production rates. |
don't say that with apology or with arrogance or
anything. W need to create nore production in
this state to neet our energy needs. We'Ill do it
safely. That's our objective. The statistics
['"ll share with you, as you requested, will
reinforce that.

We have to maintain adequate supply or
it's a very slippery slope downhill with the way
our dermand is going.

And finally, when that happens, you
clearly reduce the potential for supply-induced
price spikes. And none of this happens wi thout
mai nt ai ni ng environmental protection. That is not
only my position, but the position of the
menber shi p

And | thank you not only for |istening
to me, but also for taking your time to be here.
Again, it's a difficult issue and the fact that
you're here in the conmmunity is a telling sign of
your interest.

PRESI DI NG MEMBER GEESMAN: Thank you for
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your comments, M. Sparano.

MR. SPARANO  Thank you.

PRESI DI NG MEMBER GEESMAN: Are there any
ot her public or menmbers of the public who care to
address us?

MR WRIGHT: |I'd like to just clarify a
statement | made.

PRESI DI NG MEMBER GEESMAN:  Sure, cone on
up.

MR, WRIGHT: David Wight with Pacific
Energy. And | think, as a result of a coment
that Skip Bal dwi n nade about the nei ghborhood
councils, it's my personal opinion and our
conpany's position the neighborhood councils are a
very val uabl e and i nportant part of the public.

I msstated how | felt they inpacted the process.

We intend to work directly with all the
nei ghbor hood councils. W value their input. W
think they're extrenely inportant. And we | ook at
them as an inportant facet of any project that's
goi ng to be undertaken.

Thank you.

PRESI DI NG MEMBER GEESMAN:. Thank you for
that clarification.

Anyone el se who woul d care to address
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us?

Okay, before our microphones bl ow up
then, I"'mgoing to call this adjourned. | want to
t hank everybody for your attendance and
participation today.

(Whereupon, at 1:15 p.m, the Committee

Wor kshop was adj our ned.)

--000- -
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I, CYNTHLA M ZELL, an Electronic
Reporter, do hereby certify that | ama
di sinterested person herein; that | recorded the
foregoing California Energy Comr ssion Conmttee
Wor kshop; that it was thereafter transcribed into
typewiting.

| further certify that | am not of
counsel or attorney for any of the parties to said
wor kshop, nor in any way interested in outcone of
sai d wor kshop.

IN WTNESS WHERECF, | have hereunto set

my hand this 9th day of February, 2005.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-23450



